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A Growing Need for 
Qualified Accountants 


To ensure a continuing supply of 
adequately trained men in accoun- 
tancy is an especial problem re- 
quiring the co-operation of earnest 
intending practitioners, of efficient 
tutors, and the examining bodies. 


Over the years, methods, tutorial 
material and scope of training has 
been persistently improved and 
aligned to the requirements of 
existing practice and the needs of 
the student. Properly organized 
home-study methods have been 
proved over the years, the most 
efficient, time and money saving, 
with the greatest assurance of 
examination success. 


The provision of comprehensive, 
up-to-date instruction in accoun- 
tancy has been the main objective 
of the Hemingway Robertson In 
stitute since 1897 . . . over sixly- 
five years of dedicated work 
tutors, research as editors, and the 
enthusiasm that encourages th 
student. Today, by far the majority 
of accountants in Australasia who 
have qualified by public tes, 
trained with H.R.I. 


iid Robertson Institute 2 


Consulting Accountants Professional Tutors 


122R BANK HOUSE - - BANK PLACE - ° 
122R BARRACK HOUSE - : 16 BARRACK STREET - ° 


Offices all Capital Cities, Geelong 


MELBOURNE 
SYDNEY 


Newcastle and Launceston. 
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Where is the Accounting Profession Going? 


By Professor A. BEEDLE, one of a team sent out from the University 
of British Columbia (Vancouver) by the Canadian Government to 
help establish a course in Business Administration at the University 
of Malaya under Colombo Plan arrangements. 


DITIONALLY the professional 
accounting bodies were built up in 
the area of public accounting — the pro- 
vision of services of accounting and 
auditing by members of the profession in 
general practice to anyone who wished to 
avail themselves of those services at a 
fee. These services include: 


Preparation of financial statements. 

Auditing of financial statements (usually to 
meet statutory requirements). 

Provision of bookkeeping services. (In some 
countries this is felt to be below the level 
of duties which should be supplied by 
professional accountants). 

Furnishing of tax services. 

Carrying out of special investigations. 

Assistance in the sphere of liquidations, bank- 
ruptcies, receiverships, trusteeships and 
executorships 


In some countries it has become recog- 
nised that professional accountants also 
perform secretarial duties. Without in any 
way degrading these duties, I suggest that 
these are services outside the realm of 
the accountant as such. 


By and large therefore the services per- 
formed were those which fall into what 
I might call “Financial Accounting” and 
“Auditing”, ie. the furnishing of state- 
ments of history (in monetary form, of 
course), or the reporting on the fairness 
(I prefer “fairness” rather than “correct- 
ness”) of the presentation in those his- 
torical documents. 


_ As a consequence professional account- 
Ing Organisations such as the various 
bodies of chartered accountants have con- 
fined their activities either constitutionally 
or de facto, almost entirely to the areas 
of “financial accounting” and “auditing”. 
In fact, a recent report of a committee of 
the Canadian Institute of Chartered Ac- 
countants suggested that the distinguish- 
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. This article is based on an address 
given by Professor Beedle to the Aus- 
tralian Accountants’ Students’ Society 
(Malayan Group) on 5 September. 
Its publication here marks the first 
occasion that an address given at a 
meeting of an overseas Students’ 
Group of the Society has appeared 
in “The Australian Accountant”. 


* * 


ing mark of the chartered accountant of 
the future will be his acceptance as the 
sole competent person to carry out the 
duties of auditors. (I use the term “char- 
tered accountant” because in Canada this 
is the main body of professional account- 
ants involved with those in public practice. 
Any transfer of these thoughts to Malaya 
would need the substitution of those ac- 
counting bodies which it is considered 
fall into the category mentioned.) 


These accounting bodies have tended to 
confine themselves to what I am calling 
“financial accounting and auditing”. They 
have normally been accepted as the lead- 
ing bodies in the field of the professional 
accountants. This is not to say that other 
areas of accounting have been neglected. 
In fact important and responsible bodies 
of cost and works accountants, institutes 
of controllers, and so on, have come into 
existence and at an early date in some 
cases. These latter organisations have 
played and continue to play a significant 
and important part in the development of 
the accounting profession. 


The professional accounting bodies en- 
gaged in the training of accountants for 
public practice have themselves recog- 
nised that areas other than financial ac- 
counting are of importance and have 
included such subjects as costing and 
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budgeting in their syllabi of instruction 
and I am pleased to see your own Society 
has two papers in this area. But on the 
whole it has to be admitted the senior 
accounting bodies have confined them- 
selves to “financial accounting”—and this 
despite the fact that one half of their 
members eventually end up in industry. 
There has been a reluctance by those 
accounting bodies to involve themselves 
deeply in what may generically be called 
“Management Accounting”. And _ this, 
despite the fact that many writers and 
speakers have stressed the importance of 
this area. 


I picked up at random the 50th Jubilee 
Anniversary issue of the Canadian Char- 
tered Accountant published last month, 
and in this one issue I came across these 
remarks as typical. 


J. A. WILSON (president, Canadian Institute 
of Chartered Accountants), April 1961 (in an 
article, “Is accounting keeping pace with busi- 
ness?”). “Although still relatively small in 
number, more and more companies are setting 
up new departments and facilities to provide 
their management with improved current in- 
formation . . . But accounting also is ...a 
tried, tested and understood tool of manage- 
ment . . . Accounting data is actually much 
more than just the familiar top financial state- 
ments An accounting report may be 
primarily operational or financial .. . 


The two alternative ‘roads’ open to account- 
ing are: (1) Continue along the more tradi- 
tional path with its standards of timeliness 
and emphasis on financial reporting; or (2) 
Increase the emphasis on accounting as an 
operating, as well as a financial, tool of man- 
agement... 


This is a two-way challenge to the account- 
ing profession and management. The account- 
ing profession through complacency and pre- 
occupation with technical questions and the 
day-to-day execution of its tasks, may ignore 
this new development, but if it does follow this 
course of no action, then it will automatically 
limit the scope of its application.” 


J. GRANT GLASSCO (a past-president of 
the Canadian Institute), in the same issue: 
“ |. . the profession has until now entrusted 
to its public practitioners all its interest in the 
field of education. That seems destined to 
change shortly and the non-practising members 
may well find themselves directly involved . . . 
in an expanded educational programme of their 
profession.” 
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CLEMENT L. KING (a _ past-executive 
secretary and research director of the Canadian 
Institute of Chartered Accountants): “Until 
recent years there was a high degree of 
unanimity that the purpose of the chartered 
accountants’ training programme was to 
pare students to practise as public accountants, 
Because for some years something more than 
half the number of new members have been 
moving into industry, many members now 
question the validity of the present training 
concept.” 


Similar remarks can be quoted from 
other countries. The Parker Report on 
Education and Training of the Institute 
of Chartered Accountants in England and 
Wales, published this year, said “Almost 
everyone who commented to us on the 
syllabus wanted ‘Management Account- 
ing’ to be given more space and promin- 
ence.” 


The question still arises. Are we 
equipping ourselves sufficiently and doing 
the job we ought to in the field of man- 
agement as professional accountants? 
Are we, as public practising accountants 
and particularly those serving the small 
and medium-sized clients, still thinking 
of ourselves as auditors and financial ac- 
countants? Are we equipping ourselves 
with the techniques of accounting to use 
as tools of management and, by putting 
them into practice and application, help- 
ing our clients? 


I leave these questions for you to 
answer, but with this warning: if we, as 
practising accountants, do not get into this 
field of supplying management with the 
tools they want for running their busi- 
nesses, we may end up being a profession 
of historians and ledger tickers and allow 
other disciplines to take over what is one 
of our rightful areas. If the engineers, 
the economists, the mathematicians and 
the management consultants push us aside 
because we are not doing a worthwhile 
job in this field of supplying management 
with tools — then, we have only ourselves 
to blame — because we are unwilling t0 
arouse ourselves from our apathy and do 
the job required. Already there are signs 
that we have let the engineers, the econ 
omists and the mathematicians go past 
us and usurp our position as manage 
ment’s right hand. 
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Development of the Accounting 
Profession 


In considering the development of the 
accounting bodies, particularly in my own 
country, Canada, and England, I believe 
we have failed to produce an “Account- 
ing Profession” or, at least, the kind of 
accounting profession I would like to see 
exist. 


When I regard the legal profession I 
se it as generally one profession — with 
one, Or at the most two, authoritative 
bodies which speak for the whole pro- 
fession. To a lesser extent this also applies 
to the medical profession. 


One can speak of the “legal profession” 
wih the knowledge that a member of 
that profession has conformed and still 
conforms to the requirements of the 
‘legal profession” — with the consequent 
high standards of that profession. Can 
we say likewise about the accounting pro- 


fession? 


In my country we cannot. We have a 
hopeless multitude of accounting bodies, 
some of high standard, some of an inferior 
standing. The situation is not helped by 
Canada having ten Provinces or States 
each with its own laws in this area. 


But the situation is really little better 
in United Kingdom. True, two or three 
bodies are predominant there, but, my 
provincial Institute of Chartered Account- 
ants had reason, earlier this year, to have 
prepared a study of the accounting bodies 
which have been or are in existence in 
other areas and it was most astonishing 
0 find the number of such accounting 
bodies in the United Kingdom. 


The effects, of course, are various. The 
public is confused, and understandably 
%, as to whom they can look for high 
tandards and the enforcement of those 
tigh standards. What do the words 
Chartered,” “Corporate,” “Certified,” 
“Institute,” “ Association,” ‘“ Society,” 
Auditors,” “Accountant,” “Income Tax 
Specialist” mean to the public? 
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What is more there is no protection. 
The public is protected, at least in most 
countries, against the practice by un- 
qualified persons, “quacks” if you like, 
of medicine, or of law. It is felt, by many 
in Canada and rightly so, that some 
protection of the public should exist in 
the accounting profession against the 
operation of unqualified persons. The 
repercussions of inefficiency or of sharp 
practice by unqualified accountants can 
be as deterimental as the inefficient or 
sharp practice of the law — even though 
the consequences may not be as fatal in 
terms of human lives, as the inefficient 
practice of medicine. 


If one then realises that in many 
Provinces in Canada there is no barrier 
to the setting up of new additional asso- 
ciations of accountants by those who are 
refused admission to one or more of the 
existing bodies — it is obvious that the 
position is likely to become worse. 


Accordingly talks are going on in my 
own Province with a view to getting much 
greater co-operation and, if feasible, 
amalgamation of the main accounting 
bodies, and with this would come the 
need to close the door to the mushroom- 
ing of new accounting associations. 


Even at this stage, when we have only 
three substantially sized bodies, negotiat- 
ing the difficulties are almost overwhelm- 
ing. Yet, if we allow it to continue the 
position in ten or twenty years’ time may 
be worse. The difficulty of closing the 
door against the setting up of new asso- 
ciations will have intensified. 


To my mind there can be only one 
answer—a concept I have pressed 
strongly in the council of my own pro- 
fessional accounting body and from my 
home university. It is this. There ought 
to be one sole accounting body for the 
whole of the accounting profession not 
only for the profession of public practice, 
but inclusive of all the realms of account- 
ing — industrial or cost accountant, gov- 
ernment accountant, accountant in com- 
merce and so on. I do not accept that the 
accounting profession is confined solely to 
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those in public practice, I do not accept 
that it has to be parcelled up into separate 
accounting bodies as though there are 
different accounting professions. To my 
mind there is only one accounting pro- 
fession and this covers all aspects of ac- 
counting. 

When considering the legal profession 
we do not speak of the “Company Law 
Profession,” the “Criminal Law Profes- 
sion,” the “Patent Law Profession,” we 
speak of the “legal profession,” that is, 
one profession. So why do we talk in 
terms of different accounting professions 
or bodies? 

I appreciate and endorse that there is 
need for specialists. And I would en- 
courage this, for it is quite clear that few 
of us will feel confident enough to say 
we are competent in all the areas of 
accounting. Specialists we must have as 
well as our general practitioners, but I 
would provide for this in my plan of 
unification. My suggestion would be this. 

There should be one and one only ac- 
counting body responsible for all aspects 
of the accounting profession, public, in- 
dustrial and commercial accounting. 

This body should be responsible for all 
training of candidates and all standards 
of admission. 

The body would need to recognise that 
specialisation is necessary. Accordingly 
it would provide for a basic, common, 
uniform training for all accountants to a 
certain reasonably high level, requiring 
two or three years’ technical training, to 
what I will call a “general level.” This 
training would be in the basic funda- 
mentals of accounting and some of the 
other basic areas which all accountants 
should know, such as economic principles, 
commercial law, principles of manage- 
ment. Some form of academic recogni- 
tion might be bestowed at this point on 
the candidate in that he already has 
acquired an academic basic knowledge. 

From this point specialisation would 
take place and the accounting body would 
set up the specialist divisions with the 
appropriate training and academic recog- 
nition. The accountant who successfully 
took the prescribed examinations and 
obtained the required practical experi- 
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ence in a specialist area would be entitled 
to appropriately designate himself as , 
specialist. In other words it would bk 
somewhat analogous to the medical pro. 
fession. There would be a general quaj- 
fication, not quite corresponding to the 
general practitioner of the medical pro. 
fession, and there would be specialist 
qualifications in the various fields. One 
can readily visualise specialisation i 
auditing and general practice, in industrial 
or cost accounting, in taxation. Further 
consideration might suggest specialisation 
in management consulting and systems, in 
bankruptcy, liquidations and executor 
ship, government accounting and so on. 

But the basic principle would stand, 
there would be one accounting body, 
responsible for the whole profession of 
accounting. Specialisation in at least one 
area would be required but it would be 
after a general training and qualification. 
Failure to strive for and obtain this one 
accounting body will in my view lead to 
a multiplication and excess of accounting 
bodies. 

As to the form the training should take, 
I am not convinced — despite the utter- 
ances of various eminent authorities, and 
despite the fact that some fifteen years of 
my own time was spent in public practice 
— that the best training for all aspect 
of the accounting areas lies firstly through 
a period in a practising accountant’ 
office. It seems to me desirable to get 
practical experience in as many areas a 
possible. Therefore it might be as wel 
for the profession as a whole to consider 
schemes of seconding students, for tem- 
porary but relatively long periods of trait- 
ing, to offices of firms engaged in areas 
other than the one in which they at 
permanently engaged. The facility for 
transfer from office to office even in th 
same area should be encouraged. In saj- 
ing this, I am not unaware of the benelit 
of the personal relationship and feeling 
of responsibility which in many cases, but 
probably not enough, that is engendered 
between principal and student in traiming 
I am also aware that your own Socitly 
does accept other practical experience. 

But it seems to me the appropmalt 
training for an industrial accountant * 
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primarily in industry, for the government 
accountant in government offices, and not 
necessarily in the first place in the office 
of a public accountant. I agree that a 
period of training in a public accountant’s 
office is desirable, and I would encourage 
it, possibly as part of the requisite period 
of training. But equally, just as much a 
case can be made to require that the 
trainee for public practice should spend 
some period of training in an industrial 
office. 

Consequently I would encourage 
schemes which provide basically for most 
of the training in the offices of firms in 
the area specialisation is to take place, 
but probably requiring at the same time 
a shorter period of practical training in 
dices engaged in one or more of the 
other areas. If the whole of the training 
was within the control of one accounting 
body this would be the more feasible. 

I regard practical training as a requisite 
n0 matter what the specialisation and I 
would expect that such training would 
come after the initial general academic 
qualifications. The profession must be 
prepared to see changes in the training 
of entrants to the profession. 

It has long been the traditional practice 
in the senior accountant bodies in the 
United Kingdom to require five years of 
aticles, and (except for voluntary attend- 
ance at such series of lectures as are pro- 
vided for those near the large population 
centres), the student is left to his own 
devices and energies, or lack of energies, 
in getting his academic training and pre- 
paring for qualification. 

To my mind this is wrong. I am not 
convinced at all that a period of five 
years is necessary for the practical train- 
ig of an accountant. I understand that 
your Society accepts a lesser period in 
‘propriate cases. I am appalled at the 
wastage which occurs amongst the 
‘udents in training in preparing for 
qualification. It may be feasible in a 
country where a 334 per cent pass list 
wil still give a sufficient supply of 
qualified accountants, although even here, 
| deny that this is the most efficient 
method of achieving this. More care in 
election might be the better solution. But 
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I do not think it feasible in countries 
where a wastage of manpower of this 
magnitude is important. Canada is just 
such a country: we cannot afford to have 
such wastages. 

There is no need to lower standards to 
achieve this. Comparisons are necessarily 
invidious, but I would claim that the 
Canadian qualifications of chartered ac- 
countants are no less stringent and repre- 
sentative of proficiency as are the British 
qualifications, and I say this in the light 
of the fact that my own accounting quali- 
fication is that of England and Wales and 
yet we have a provincial average of 65%- 
70% passes — give or take five per cent 
in the national examinations. 

Much more responsibility has to be 
taken by the accounting bodies themselves 
for the training. In Canada this has been 
done by each provincial institute under- 
taking the education programme of its 
students by the local institute administer- 
ing its own training courses. A uniform 
course has been adopted in the main 
throughout Canada and each institute has 
undertaken training by lectures and by 
correspondence courses, with work to be 
regularly submitted by students and by 
certain dates. There is none of that 
pernicious habit to be found amongst 
many students of making perfunctory 
stabs at the course material and prolong- 
ing the studying indefinitely with con- 
sequent ill-preparation and many visits 
to the examination room. 

In short the wastage can be cut down 
if the professional accounting bodies 
accept themselves the responsibility for 
the academic training. This does not mean 
that arrangements cannot and should not 
be made with local educational bodies 
such as universities, polytechnics, etc. 
But the prime responsibility rests squarely 
on the accounting bodies to provide or 
cause to be provided the required courses. 

Mention of the university brings me to 
my next point, the role of university 
graduates in the accounting profession 
and the part the universities can and 
should play in the development of ac- 
counting. 

First the role of university graduate. 
In my view any profession which wishes 
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to claim itself as a learned profession 
must eventually set up as its initial 
entrance requirement the obtaining of a 
university degree. The role of the pro- 
fessional bodies is the training in, and 
setting of standards of technical compet- 
ence in, a particular field. Unless care is 
taken, training may be confined to that 
particular field, but it is clear that train- 
ing in one field is not sufficient in the 
modern world. Man, no matter what his 
vocation, must be aware of and sample 
other disciplines. If he is in accounting 
he cannot afford to be ignorant of econ- 
omics, of human relations, of the import- 
ance and place of government, of the 
developments of mathematics and statis- 
tical methods and operation research, of 
the impacts and effects of taxation, of 
philosophy and psychology, of marketing 
and production, of political science and so 
on. Let us be aware that what the 
trainee should be getting now is not what 
he can use on the job today, but tools 
which he can apply and use in ten, fifteen 
or twenty years’ time, when his contribu- 
tion to the world should be at its greatest. 

So it is suggested that professional 
training is too narrow, and, in view of 
what the successful businessmen will want 
in the future, the entrant to this narrow 
professional training should have already 
received broad training in a university 
so that he will be better aware where he 
fits into the picture. 

This view is not yet accepted widely, 
in the United Kingdom for example. The 
Parker Report just published in that 
country still regards ‘sixth form’ as the 
acceptable standard and laments over the 
“misconception outside the profession 
that the standard of general education 
which the Institute thinks appropriate for 
articles is by no means high.” 

It certainly does not envisage what my 
own country’s Institute of Chartered Ac- 
countants is recommending to its mem- 
bers, as a result of the report of a special 
sub-committee on long range educational 
planning, that a university degree shall 
become the educational requirement for 
admission to training for the qualification 
of chartered accountant by 1970. I would 
recommend this to your thoughts. Cer- 
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tainly the pattern in the United States and 
to a lesser extent in Canada is towards 
the obtaining of a university degree as 
a requisite of training for the profession 
of accounting and, indeed, for all pro- 
fessions. 

Likewise, I would suggest much closer 
identification of the profession with the 
universities. The part they ought to play 
in the field of professional accounting and 
development must rest with each country, 
but in this regard I quote the remarks 
of Mr. Bertram Nelson (a member of the 
Parker Report Committee) who said: 
“The educational methods of the account- 
ing profession have remained remarkably 
static for the past fifty years. Many 
experiments will be necessary before we 
can feel that we are moving towards the 
ideal form of professional education. The 
universities should be included in those 
experiments.” 

Mr. Nelson speaks of England and 
Wales. I re-echo and endorse his thoughts 
and say that on the American continent 
the process of integration of the account- 
ing body with the universities has gone 
much further. As results of this, much 
better textbooks are coming from the 
university faculties in those countries, 
and much more accounting research is 
continually taking place there compared 
with the United Kingdom. 

Also as a profession we ought to be 
getting much more into post-graduate 
work. It is a truism to say that education 
of accounting and for all professions. 

I realise the difficulties. I have been a 
member of the Canadian Committee on 
Continuing Education and it is easy 
talk of the necessity of such post-graduate 
training, but much more difficult to pre- 
sent concrete plans. But we must get 
much more intensely into this area. The 
United States is engaged in developing 
a series of post-graduate courses and 
Canada has just appointed a full-time 
director of post-graduate studies. Mos! 
countries have some form of shor 
seminars, for instance the summer courses 
of the Institute of Chartered Accountants 
in England and Wales, but to my mind 
we must go further. I would commend 
to your thoughts the requirements of @ 
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body of general medical practitioners 
(not even specialists) on the American 
continent which requires 200 hours each 
year to be spent by members on post- 
graduate work and study in order to retain 
membership in that particular body. 

I am also aware that many of the 
students of your Society go on and do 
“post-graduate” work by completing the 
examinations of your affiliated body, The 
Australasian Institute of Cost Account- 
ants. This is good, but education does 
not stop there. We should be having 
further courses on new developments, and 
of a refresher type, throughout the whole 
of our careers. 

There are other technical aspects of 
accounting which should be considered. 

In the first one — not entirely for ac- 
countants — the question is raised “When 
will all countries adopt no par value 
shares as an acceptable form of shares in 
limited liability companies?” It is such 
a convenient type of share. 


Another point. I am acutely conscious, — 


from time to time, that we may not be 
giving the businessman the information 
he requires for intelligent decision mak- 
ing. And in this I address myself to 
accountants in public practice and in 
industry. 

We are all aware that we base our 
financial statements on historical costs. 
We are equally aware that changes in 
the value of the monetary unit distort if 
not destroy the validity of those state- 
ments. We know that there are methods, 
crude approximations may be, which 
attempt to eradicate or minimise these 
distortions. But what do we do about it? 

We throw up our hands in horror, raise 
the banner of “objectivity”, and then, if 
you will allow me to really mix my 
metaphors, bury our heads in the sand, 
and pretend the distortions do not exist. 
We propose to wait, if I remember rightly, 
until price levels reach normality or until 
methods of adjusting for such changes 
we more commonly accepted. 

Just when are we going to take action 
0 meet this situation? Will it be when 
the engineers or the economists have 
worked out their solutions because of 
our own lack of action? 
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The place to be thinking of these 
measures is in the offices of the practi- 
tioners who should be prepared to try 
out these concepts and show management 
and shareholders what some of the figures 
really mean. 


We should be in the forefront of these 
developments, not coming in when they 
have been forced upon us. There are 
signs that the accounting bodies them- 
selves are unhappy and beginning to bestir 
themselves. For instance the Scottish 
Institute was in favour of periodical re- 
valuation of assets when evidence was 
given on its behalf before the Jenkin 
Committee on Company Law in the 
United Kingdom a few months ago. 


Likewise with marginal costs of the 
economists. A large number of books 
have been written demonstrating that 
total costs or average costs are often not 
those required for decision making by 
management. Yet how often do we 
continue to turn out our figures of costs 
based on our time-honoured traditional 
bases, without endeavouring to present to 
management more realistic figures for 
decision making. We shall only have 
ourselves to blame if others usurp our 
rightful position. 

We need to remember that we are, or 
ought to be, a dynamic profession—a rela- 
tively young one at that. To be dynamic 
we must be continually critical of our 
methods. Ready to experiment, ready to 
change. We have to remember the world 
does not owe us a living. 

The question may be asked why 
address these remarks to a_ students’ 
society? Why? Because the students of 
to-day in a few years’ time will be shap- 
ing the course of the accounting profes- 
sion. I want to get the student’s interest 
before he is soaked in the traditions of 
the profession and too set in ‘is ways. 

It will have been noted that through- 
out this address I have hardly referred to 
Malaya. I have felt it more appropriate 
and right as a guest in this country to 
talk of my own originating countries. If 
however any of my remarks are applic- 
able to your country, then, I suggest, “let 
the chips fall where they may.” 
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Review of the Report of the Commonwealth 


Committee on Taxation 


HE Commonwealth Committee on 
Taxation appointed in December, 
1959 to enquire into the income tax laws 
of the Commonweaith, presented its re- 
port to Parliament on 17 August, 1961. 
A summary of the Committee’s major 
recommendations follows. 


COMPANIES AND SHAREHOLDERS 

The Committee took the view that a 
company and its shareholders are separate 
entities each taxable on the income 
separately derived and, therefore, did not 
agree with the view that company profits 
are doubly taxed by being taxed in the 
hands of the company and then in the 
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hands of the shareholder receiving a divi- 
dend. Various submissions for the re- 
moval of this “double taxation” were, 
therefore, not supported. However, the 
Committee stated that “we do not go so 
far as to say that the rate of taxation of 
company profits and shareholders’ divi- 
dends should be fixed without regard to 
their total incidence. Clearly, the divi- 
dend is paid from the company’s profits 
and if both are subject to tax the quantum 
of the combined tax must be taken into 
account in considering the overall incid- 
ence of taxation upon income derived 
from this source.” It was considered that 
present company rates are relatively high 





HE COMMONWEALTH COMMITTEE 
ON TAXATION comprised Sir George 
Ligertwood (chairman), and Messrs. D. B. 
Lewington, D. G. Molesworth, F. C. Bock 
and J. A. Neale. The Committee was in- 
structed that its enquiry into the laws 
relating to income tax should not extend 
to:— 

(a) The basic principle of the Income Tax 
Assessment Act, that is, the determina- 
tion of taxable income by deducting 
from assessable income normal (S.51) 
deductions and other deductions specifi- 
cally provided for. 

(b) Allowances for depreciation 

(c) Zone allowances. 

The Committee held meetings in each 
State capital at which opportunities were 
provided for discussion of the 519 sub- 
missions received by the Committee. The 
Commissioner of Taxation also provided 
technical and statistical information and 
comments on proposals made for amend- 
ments to the Act. 

In its report the Committee pointed out 
that in some instances no recommendation 
had been made because the matter con- 
cerned was one of Government policy. 
Where the Committee considered that the 
operation of the tax laws produced an 
inequity due to the existence of an anomaly 
or an inconsistency, recommendations for 
the correction of the situation were made. 

The Committee also considered “various 
parts of the Act, which, in conjunction with 
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the general law, have been used by in- 
genious taxpayers and their advisers for 
the purpose of avoiding or diminishing 
their liability for income tax which would 
otherwise be payable by them. The effect 
upon the revenue is substantial and, par- 
ticularly during the past decade, has been 
increasing as the schemes of tax avoidance 
have become more widely known ... 
Such schemes, though not illegal, are 
nevertheless inequitable . . . if, by the 
ingenious use of the provisions of the Act 
and of the general law, a significant num- 
ber of taxpayers are able to diminish their 
tax liability, or avoid it altogether, it follows 
that the consequential loss of revenue must 
be made good by the remaining body of 
taxpayers who either have not the same 
knowledge or opportunity of avoiding tax 
or are unwilling to lend themselves to 
schemes to thwart the apparent intention 
of the legislature.” 


The terms of reference required the Com- 
mittee to keep in mind the necessity for the 
Commonwealth to continue to receive from 
income tax an equivalent amount of revenue 
to what might be expected under the 
existing laws. A summary of the effect on 
the revenue of the various recommendations 
made produced the following fascinating 
result :— 

Losses to revenue 


Gain to revenue .... .... .... ..... 
Net loss to revenue ...... ...... ...... 


£14,427,000 
£14,240,000 
£187,000 
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COMPANY RESOLUTIONS 
BY S. R. BROWN, LLB., F.C.A. CHARTERED ACCOUNTANT 


The company is an increasingly common form of constitutional base for business, and, 
indeed, for other activities, e.g., clubs, and the terms “meeting” and “resolution” are now 
widely used. There is a developing consciousness that group decisions become crystallized 
in resolutions. A high percentage of the large number of resolutions which are brought down 
daily have a certain legal character because they must have juridically acceptable definition 
or because they regulate the rights and duties of various persons. It is important therefore 
that a resolution should be cast in such terms that it covers the subject, contains no extraneous 
detail and is so legally precise that it is effective for the purpose required. These character- 
istics should, in fact, apply to all resolutions even though they may not be juridically signifi- 
cant. Price £2/5/0. (£2/6/3 posted). 





THE PRINCIPLES AND PRACTICE OF FARM 
MANAGEMENT ACCOUNTING 
C. A. MALLYON, F.A.S.A., A.C.LS. 


The purpose of this work is to show the primary producer what he should expect from 
his accounts. It is a blueprint for accountants, agricultural economists and extension workers 
who are actively engaged in planning or interpreting accounts for the farmer and grazier. 

Literature on the subject in Australia has been very limited and this is the first serious 
attempt to produce a text book for students of accounting for the rural industry. Price 
£3/3/0. (£3/4/3 posted). 





THE VALUATION OF COMPANY SHARES 


& BUSINESSES 
BY A. V. ADAMSON, F.C.A. 


The object of this book it to examine the various theories which have been advanced re- 
garding the valuation of shares in companies which are not quoted on a stock exchange, to 
trace the growth of legislation and legal decisions which have been given on the subject, and 
to endeavour to recognize any principles which may emerge. 

Any opinions expressed are given from the business or accounting viewpoint, and where 
legal decisions are discussed it is with the object of construing them in the light of recognized 
and practical accounting principles. Price £2/5/0. (£2/6/3 posted). Third Edition. 
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and that some relief should be granted 
having regard to this “overall incidence” 
of tax. The relief suggested was a rebate 
of 2/- in the pound on dividends paid by 
all resident companies. Relief to the 
shareholder was not considered to be 
appropriate as, on the principle of ability 
to pay, the shareholder has received in- 
come in the form of a dividend and should 
pay tax on it in the same way as he does 
on any other type of income. 


Bonus Shares 


The Committee recommended that 
bonus shares paid out of realised profits 
on the sale of assets not bought for resale 
should be exempt in the hands of share- 
holders. This is an extension of the 
exemption of bonus shares paid out of 
profits arising from the revaluation of 
assets. 


Private and Public Companies 

The Committee paid considerable atten- 
tion to the weaknesses still evident in the 
definition of a private company which 


have made it reasonably easy for com- 
panies to “switch from private to public 
company status or vice versa at will.” This 
has resulted “in a serious loss of govern- 
ment revenue as well as uneven incidence 
of taxation as between companies. More- 
over the taxation laws are brought into 
disrepute where they can be readily used, 
or rather misused, to suit the convenience 
of particular companies at particular 
times.” It was recommended, therefore, 
that instead of defining a private company 
the Act should define a public company. 
Companies not complying with the defini- 
tion and not being subsidiaries of public 
companies then to be treated as private 
companies. 
Broadly, the recommended definition of 
a public company is one which, through- 
out the year of income, complies with the 
following tests: 
(a) Listing and quotation of shares on a Stock 
Exchange. 
(b) Paid up capital not less than £50,000. 
(c) At least 50 shareholders, each beneficially 
holding at least £100 of paid up capital. 
(d) Any 20 shareholders (each beneficially 
holding at least £100 of paid up capital) 


hold less than two-thirds of the paid up 
capital, control less than two-thirds of 
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unqualified entitlement to voting power, and 
cannot become beneficially entitled to more 
than two-thirds of the distributable income. 


It was then recommended that the Com- 
missioner be given the power to classify 
as a public company one which, by the 
application of the above tests, would not 
so qualify, but which the Commissioner 
considers should be classified as such. 


Undistributed Profits Tax 


The retention allowance for U.P.T. pur- 
poses, the Committee recommended, 
should be increased to 50% on distribut- 
able income (other than property in- 
come), the basis of calculation of the 
retention allowance on property income 
remaining undisturbed. 

The Commissioner should be permitted 
to extend the prescribed period during 
which a “sufficient distribution” may be 
made where the original assessment is 
issued late or an amended assessment 
issued (to the extent that the taxable in- 
come is thereby increased). 

The income of private companies in 
liquidation should not be subject to the 
U.P.T. provisions until claims of creditors 
and shareholders (to the extent of paid-up 
capital) are satisfied. 


Circles and Chains 

Reference was made to the legal avoid- 
ance of U.P.T. by the formation of 
a succession of private companies 
(“chains”) or the interlocking of private 
companies (“circles” or “snakes”), by 
means of which distributions may be 
made which are sufficient for U.P.T. pur- 
poses while indefinitely postponing the 
payment of dividends to shareholders 
(these distributions are effectively not 
subject to tax in the hands of the recipient 
company in the “circle” or “chain” 
sequence because of the operation of the 
Section 46 rebate on dividends received 
by resident companies). 

The Committee recommended that divi- 
dends from private companies should be 
subject to the Section 46 rebate in the 
hands of a resident company to the extent 
of 85% only. 

“The limitation of the rebate in this 
manner would mean that with successive 
distributions of private company dividends 
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passed from company to company the 
dividend income would be whittled away 
in tax and the greater the extent of circles 
and chains the more effective would be the 
proposed remedy.” 


Rates of Tax 

The Committee recommended that the 
whole of a company’s taxable income 
should be subject to tax at the same rate; 
thus the differential rate for the first 
£5,000 of the taxable income of both 
private and public companies should be 
discontinued. Further, it was recom- 
mended that whatever rates of tax for 
companies are decided by the Govern- 
ment the private company rate should be 
1/- less than that for public companies. 


Commencing Date 

The Treasurer stated that any legisla- 
tion which might be adopted by the Gov- 
ernment to “prevent the abuse of the exist- 
ing legislation” will date from 17 August, 
1961. 


VALUATION OF TRADING STOCK 


The Committee paid some attention to 
the definition of trading stock and the 
bases of valuation permitted by the Act. 
The only recommendation made for an 
amendment of the Act was that taxpayers 
should be permitted to adopt a basis of 
valuation for obsolescent trading stock 
which is other than cost, market or re- 
placement if the Commissioner is satisfied 
that the adoption of some other value is 
just in the circumstances. 

The Committee implied that the new 
basis of valuation would be appropriate 
to:— 

Discontinued lines (fully or partly manu- 

factured). 

Obsolete items and fashion goods. 

Automotive spare parts. 

Goods which temporarily have no market 

at balance date. 
GENERAL AND BUSINESS 
DEDUCTIONS 

Specific attention was paid to the 
following: — 

Provision for Future Expenditure Under 

Warranty 

No amendment of the Act was recom- 
mended by the Committee. 
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Provision for Holiday and Sick Pay 


No amendment was considered to be 
justified. In the case of holiday pay it 
was pointed out that the payment to the 
employee is made shortly after the crea- 
tion of the provision. A provision for 
sick pay is not, of course, subject to the 
same comment. 


Provision for Long Service Leave 


The Committee was disposed to con- 
sider this as a special problem and to 
recommend that, subject to certain 
requirements, a deduction for a long 
service leave provision should be per- 
mitted. The allowance of a deduction for 
the actual provision created in any year 
was not recommended because (a) pro- 
visions created during the first ten years 
may not be required because of the move- 
ment of employees before entitlement to 
leave, which in most States did not arise 
until ten years’ service was completed, and 
(b) the cost to Revenue would be too 
great. 

It was recommended that “an employer 
taxpayer should obtain a deduction in 
respect of a calculated liability for long 
service leave for his employees who in 
the year of income complete a stated 
period of service and, in addition, to 
provide thereafter from year to year the 
estimated cost of the further long service 
leave relevant to the additional one year's 
service.” Specifically the deduction sug- 
gested for any future year of income 
was:— 

(i) If the employee completes ten years’ ser- 
vice in the year of income — the cal- 
culated cost of 64 weeks’ leave. 

(ii) If the employee has completed ten years 
service prior to the year of income — the 
calculated cost of 13/20ths of a week’ 
leave. 

Provision should be made, the Committee 
considered, for offsetting the amount pro- 
vided against the deduction normally 
allowed for the actual payment and for 
bringing back to assessable income the 
amount of a provision in excess of that 
required. 

It was further recommended that 4 
deduction for a long service leave pro 
vision should be allowed only if the tax- 
payer requested the allowance. 
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Removal Expenses 

The Committee recommended that the 
cost of the removal of depreciable assets 
should be allowed as a deduction when 
incurred. 


Legal Expenses 

“To obviate irritation to taxpayers and 
unnecessary administrative costs” legal 
expenses up to £25 incurred in a year 
of income should be allowed without 
query. 
Preparation of Tax Returns 

All taxpayers, the Committee con- 
sidered, should obtain a tax deduction for 
the cost of preparation of income tax 
returns. 
Repairs 

The Committee did not support any 
amendment to Section 53 to allow a de- 
duction for the cost of improvements to 
property used in producing assessable in- 
come nor for the cost of initial repairs. 
lt was recommended, however, that pay- 
ments by a lessee under a lease covenant 
relating to repairs which were required on 
the termination of the lease should be 
allowed as a deduction provided the pay- 
ment is included in the lessor’s assessable 
income. 


Bad Debts 


Bad debts incurred in relation to 
advances to customers, suppliers or em- 
ployees are not at present allowed as a 
deduction under Section 63 nor under 
Section 51. The Committee recommended 
that the words “and no other bad debts” 
should be omitted from Section 63 thus 
permitting such bad debts to be con- 
sidered for allowance under Section 51. 


Borrowing Expenses 

The only amendment recommended by 
the Committee was the allowance under 
Section 67 in the year of income of the 
cost of borrowing money where the 
amount does not exceed £50. 


Cost of Lease Documents 


Section 68 should be extended, the 
mmittee considered, to the cost of 
ssignment of a lease. 
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Losses by Embezzlement or Larceny 


The extension of Section 71 to cover 
losses arising from defalcation or other 
forms of misappropriation was recom- 
mended, also the allowance of a deduc- 
tion under the section when the offence 
is committed by an agent. A special pro- 
vision in Section 71 to include recoveries 
of such losses in assessable income was 
also considered necessary. 


Rates and Taxes 


The Committee recommended _ that 
shareholders of own-your-own flat com- 
panies should obtain a deduction for their 
proportion of rates. 


LOSSES OF PREVIOUS YEARS 


Various submissions had been made to 
the Committee concerning the operation 
of Section 80 of the Act. The Committee 
considered that no amendment should be 
made relating to:— 

(a) The inclusion of exempt income in the 
calculation of a loss and the recoupment 
of a loss. 

(b) Losses accruing before a person’s death 
which cannot be carried forward to the 
estate assessment. 

(c) The carrying back of losses. 

(d) The extension of the carry-forward period 

The Committee did recommend, how- 
ever, that bonus shares paid out of profits 
arising from the revaluation of assets not 
bought for resale or from realised profits 
from a sale of such assets or from a share 
premium reserve should not be brought 
to account as exempt income for the pur- 
pose of determining or recouping losses. 


Further, the Committee considered that 
sub-sections (5) and (6) of Section 80 
should be repealed. These provisions 
operate to deny to a private company a 
deduction of prior years’ losses unless 
shareholders exercising at least 25% of 
the voting power are common to both the 
year of loss and the year of recoupment 
of the loss. The Committee considered 
that the operation of Section 80(5) is 
readily avoided and “as a means of in- 
creasing revenue by limiting deductions 
otherwise allowable the provisions have 
not served a useful purpose. In the light 
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of our view of a company as a legal entity 
separate from its shareholders we think 
that a company’s losses should be treated 
for fiscal purposes without regard to the 
identity of its shareholders.” 


LEASES 

The Committee’s major concern was 
the treatment for tax purposes of expendi- 
ture on improvements to leasehold pro- 
perty. 
Uncovenanted Improvements 

Attention was drawn to the fact that 
Section 85(1)(c) provides for the allow- 
ance of a deduction, on the surrender or 
assignment of a lease, of expenditure on 
uncovenanted improvements to leasehold 
property with no assessment of the value 
of such improvements to the lessor, 
whereas no deduction for such expendi- 
ture is allowable if the lease runs its full 
term. The revenue is seriously affected, 
the Committee stated, because of arrange- 
ments which have been made to take 
advantage of this situation. The Com- 
mittee recommended that whether the 
lease is assigned, or surrendered, or runs 
its full term, no deduction for the cost of 
uncovenanted improvements should be 
allowed. 


Covenanted Improvements 

The Committee considered that the 
requirements of Section 87(1) and Sec- 
tion 88(2) which need to be satisfied in 
order that improvements may be treated 
as covenanted are unnecessarily compli- 
cated, and recommended that the only 
test should be the lodgment with the Com- 
missioner of a form of consent signed by 
both parties. Further, the Committee re- 
commended that such written consent 
should specify a residual value of the im- 
provements at the end of the lease and 
that the residual value should be the 
amount allowed as a deduction to the 
lessee and assessed to the lessor spread 
over the unexpired period of the lease. 

At present the lessee obtains a deduc- 
tion for the total cost of the improvements 
and the lessor is assessed in accordance 
with Section 87 on an estimated value of 
the improvements at the expiration of the 
lease. The Committee considered that a 
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lessee should not be in a more favourable 
position in relation to expenditure on im- 
provements to the property than he would 
be if he owned the freehold and thus it 
was considered that the decrease in the 
value of the improvements during the 
period of the lease which “constitutes the 
measure of the estimated physical de- 
preciation” should not be allowed as a 
deduction to the lessee. The interest ad- 
justment as provided by Section 87 should, 
the Committee recommended, be re- 
moved. 


Surrender of a Lease 


The Committee recommended that on 
the surrender of a lease the unamortised 
residual value of leasehold improvements 
should be allowed as a deduction to the 
lessee and assessed to the lessor unless 
the parties elect that the adjustment be 
spread over five years or the balance of 
the lease period if less than five years. 


Assignment of Lease 

The Committee recognised the difi- 
culties which are inherent in the assign- 
ment of a lease on which covenanted im- 
provements had been effected. Their 
solution to the problem took the follow- 
ing form:— 

Instalments of the residual value of improve- 
ments should continue to be included in 
the assessable income of the lessor. 

Where no premium is received by the as 
signor the unamortised, residual value 
should continue to be allowed over the 
unexpired period of the lease. 

Where a premium in excess of the ut 
amortised residual value is received by 
the assignor the excess should be included 
in the assessable income of the assignor 
in the year of receipt. 

Where a premium less than the unamortised 
residual value is received by the assignor 
it should be deducted from the unamor- 
tised residual value and the balance 
should continue to be allowed as a de 
duction over the unexpired term of the 
lease. 


Sale of Freehold 

Where the property subject to the lease 
is sold the Committee considered that the 
remaining annual instalments of resid 
value of covenanted improvements should 
be included in the assessable income 
the new lessor. 
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Leases of Indefinite Duration 

The Committee recommended that 
where the requisite signed consent is given 
by both parties specifying the residual 
value of leasehold improvements, and the 
lease involved is one of indefinite duration, 
the period of the lease should be deemed 
to be two years. 


Parties Not at Arm’s Length 

It was recommended that the provisions 
of Section 87(2) and Section 88(3) 
should be extended to permit the Com- 
missioner to determine that no assess- 
ment or deduction in respect of leasehold 
improvements should be made when the 
parties to the lease transaction in the 
opinion of the Commissioner are not at 
arm’s length. 


Commencing Date 

The Committee recommended _ that 
amendments to the Act, in relation to 
leasehold improvements as mentioned 
above, should operate retrospectively to 
the date on which its report was made 
public (17 August, 1961). These amend- 
ments should relate to improvements made 
and completed after that date except for 
cases where the present requirements of 
the Act concerning covenanted improve- 
mnets were fulfilled before that date (i.e., 
they were made under an agreement 
entered into before that date as considera- 
tion for the grant of the lease, were 
required to be made under the provisions 
of a lease entered into before that date, or 
were made with the written consent of the 
lessor given before that date). 

The Treasurer has indicated that 
amendments to the lease provisions will 
have retrospective effect as from 17 
August, 1961. 


CONCESSIONAL DEDUCTIONS 
The major amendments recommended 
by the Committee were: — 


Dependants Generally 

For the purpose of the calculation of 
the concessional allowance for all classes 
of dependants a separate net income of 
£65 should be used. The definition of 
“parate net income for a dependant 
tudent child should be liberalised in 
lation to Government aid. For persons 
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who are dependants during part of an 
income year, the allowance should be 
adjusted on a quarterly basis, in favour of 
the taxpayer. 


Funeral Expenses 


An increase of the maximum allowance 
to £50. 


Dental Expenses 

The limitation of £30 per person for 
dental expenses to be removed, while 
retaining the £150 maximum for all 
medical expenses, etc. (This concession 
was provided for in the recent Budget.) 


Guide Dogs for Blind 
An allowance for the cost of keeping a 
guide dog. 


Medical Expenses Paid by Trustee of 
Deceased Person 
An allowance to the beneficiary, or to 
the trustee if the beneficiary is under a 
legal disability. 


Education Expenses 

The deduction should not be affected 
by the separate net income of a depend- 
ant (who is not a child of the taxpayer). 

The Committee recommended also that 
in the case of education expenses, medical 
and funeral expenses, only the maximum 
amount provided by the appropriate sec- 
tion should be allowed in respect of the 
education, sickness or death of any one 
person, and that a suitable apportionment 
of the maximum deduction be made be- 
tween the taxpayers who contribute to the 
expenditure. For example, the recom- 
mendation implies that a husband and 
wife should not each be allowed a deduc- 
tion of up to £100 for expenses paid by 
them relating to the education of a parti- 
cular child. 


AGED PERSONS 

The Committee recommended that tax- 
able income be substituted for net income 
in applying the test for entitlement to the 
income tax age allowance, also that the 
age of the wife should not be a condition 
to the application of the allowance for a 
married couple if the husband has reached 
the age of 65. 
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MINIMUM TAXABLE INCOME 


It was recommended that the minimum 
taxable income be increased to £209. 


PRIMARY PRODUCERS 


The recommendations of the Com- 

mittee on this subject related to: — 

The valuation of stud rams by an annual 
writing down of cost over a period not 
less than five years. 

The provisions of Section 36A(2) (the 
treatment of livestock values as if a dis- 
posal, because of a change in partnership 
interests, had not taken place) should 
apply unless the members of the partner- 
ship concerned formally agree that it 
should not apply. 

A deduction in the year of expenditure. 
under Section 75, should be allowed for 
the cost of underground piping. (This 
was provided for in the Budget.) 

The deduction provided by Section 76 to be 
extended to the cost of construction or 
alteration of a fence installed to prevent 
animal pests entering upon land used for 
primary production. 

A deduction for the cost of fencing salt- 
affected areas. 

The extension of the provisions of the Act 
relating to primary producers to certain 
timber getting operations. 


DIVIDENDS PAID TO 
NON-RESIDENTS 


The Committee recommended that 
there should be no provision for an elec- 
tion to have dividends received by non- 
residents from Australian resident com- 
panies treated as normal assessable in- 
come. This would involve the application 
of the 15% and 30% dividend withhold- 
ing tax as the final tax liability, not subject 
to any reduction because of the assess- 
ment of the dividends in the normal way. 


INTEREST PAID TO 

NON-RESIDENTS 
“We have already expressed the view 
that it is desirable to provide for a fixed 
and certain liability in respect of the divi- 
dend withholding tax. For similar reasons, 
we consider it undesirable to provide for 
refunds in respect of interest paid by com- 
panies to non-residents.” Also the Com- 
mittee did not consider that there should 
be exceptions to the application of Section 
125 (e.g. in the case of an exempt non- 

resident superannuation fund). 
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OBJECTIONS AND APPEALS 


The Committee considered that if the 
Commissioner does not decide an objec. 
tion within 60 days the taxpayer should 
be permitted to request a decision, and if 
the Commissioner does not comply within 
a further 60 days the objection should be 
deemed to be disallowed. Also it was 
recommended that subject to certain con- 
ditions the extension of the grounds of 
objection should be permitted. If the 
High Court considers that an appeal from 
a decision of the Board of Review isa 
test case it should be empowered to order 
the Commissioner to bear the taxpayer's 
costs. 


ASSESSMENTS 


It was recommended that the procedure 
of assessment should be extended to non- 
taxable returns. 


TAX CLEARANCE 


The Committee recommended that the 
tax clearance system be abolished. 


SUBSTITUTED ACCOUNTING 
PERIODS 

It was considered that the Commis 
sioner should still have the right to grant 
leave for a change of accounting period or 
not to grant leave, but that his decision 
should be subject to objection and appeal 
to the Board of Review. The Committee 
suggested further that the Act should 
specifically state the particular account- 
ing periods which are substituted for 
years of income ended on the preceding 
or succeeding 30 June. 


Where leave for the adoption of 4 
substituted accounting period is granted 
in the case of a first return no more than 
the actual income earned to the end of 
the accounting period should be taxed. 
However, where leave is granted in the 
case of a taxpayer who has previously 
lodged returns only the income actually 
earned to the end of the accounting pe 
should be taxed but if the transition yea 
involves an accounting period of less 
twelve months the rate of tax applied t 
the actual income should be that appie 
priate to the income of a full year. 
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1. New RICOPY 333, lower priced 
model for lowest cost copying. 


JUST RELEASED 


2. All-electric MIRDI 159 copies every 
detail. Brief size (f/scap from £88). 
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copystat? 
ricopy 7? 
mirdi? 
ricohfax? 
tri-combi ? 


copies cost iess! 


When you have a copying machine. These days every 

office should have one (ask any user). The question is which 
one and where to get it. This is where we come in — we 
know about every copying process on the Australian 

market today. 


For example, the RICOPY. This copies at the amazingly 
low cost of 1%4d. (qto), 2¥%d. (fscap) and 4%d. (brief) 
Quantity copying is easy and fast on the RICOPY. 


On the other hand, the well-known COPYSTAT range 
one of the first all-Australian machines — is still the most 
versatile. The slogan “COPYSTAT copies everything” means 
everything! 


A word here about the world-exclusive COPYSTAT TR! 
COMBI. This 3-in-1 machine has everlasting lamps and 
makes photocopies, low cost copies and long-run 
offset printing plates. 


Another range of all-Australian machines is the MIRDI 
(aptly named after the aboriginal word for speed). Five 
MIRDI models are priced from £88 to suit the smallest office 


We are specialists. If your interest is copying, consult 
us first. If we cannot satisfy your need (from seventeen 
machines) we will advise you best how and where 
to solve your copying problem. 


L.W.BAGLEY P™L™ 


245 Pacific Highway, North Sydney. XB 5948 
2 Racecourse Road, North Melbourne. 34-9085 
98 Ivory Street, Brisbane. 27-646 
Leal Ltd., 185 Flinders St., Adelaide. W 1818 
S. B. Hopwood, 107 George St., Launceston. 2-4731 
Office Appliances, 168 George’s Tce., Perth. 23-3994 
Johnson & Hey, 58 Hunter St., Newcastle. 2-4568 
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AN INTERESTING SUGGESTION — 
IN LESS THAN 100 WORDS. 
READING TIME — 30 SECS. 


FOR BUSINESS STATIONERY WITH PRESTIGE 


SPECIFY 


—a fine quality, high-white paper with bulk, opacity 
and a “feel” much like rag paper — at a price well 
under other bonds of comparable appearance. 
Compare these prices for 2-colour letterheads: 
Plus Fabric letterheads 1.46d. each 
Typical Rag Paper letterheads 1.79d. each 
. . a Saving of £13/15/0 on each 10,000 order. 
May we suggest that, when next ordering letter- 
heads, matching envelopes and statements, you 
specify Plus Fabric—a paper exclusive to 


SPICERS 


(AUSTRALIA) PTY, LIMITED 
. THE PAPER PEOPLE 


B23J1/U 


The Australian Accountant, October, !%! 





ee ee ee i ee ll 


FAMILY PARTNERSHIPS 


Section 94 of the Act, the Committee 
pointed out, rarely operates effectively be- 
cause “it requires not only the identifica- 
tion of the partners who have not the real 
and effective control of their share of the 
partnership profits, but also the identi- 
fication of another partner (or partners) 
as having that control.” The Committee 
recommended that the section be amended 
to provide for its operation when any 
partner has not the real and effective 
control and disposal of his share of the 
partnership net income, and that any 
partner under 21 years of age and un- 
married should be deemed not to have 
control of his share, except to the extent 
of reasonable remuneration for services 
rendered or return on capital invested. 
The tax then payable on partnership in- 
come treated in this way would be calcu- 
lated as if it had been received propor- 
tionately by the other partners. 


FAMILY TRUSTS 


The Committee stated that Section 102 
of the Act “has been found to be defective 
in operation. Where a parent creates 
separate trusts for each of his unmarried 
minor children, the section must be 
applied separately to each trust, with the 
result that in the case of multiple trusts 
there is a loss of revenue resulting from 
the absence of a provision for aggregation 
of such income. Also it has been decided 
in the Hobbs Case (98 C.L.R. 151; 6 
A..T.R. 490) that the section cannot be 
invoked where the infant beneficiary is 
only contingently entitled to the income. 
Further, the creation of the trusts by 
someone other than a parent ensures that 
the trusts are taken outside the provisions 
of Section 102.” 


“We are informed that increasingly in 
recent years, there has been a loss of 
revenue arising from the deliberate use of 
trusts as a tax-avoiding device . . . we 
consider that in the interests of the 
revenue and of taxpayers generally, 
remedial action should be taken.” 
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Section 102, the Committee considered, 
should apply to trusts created for the 
benefit of unmarried minor relatives 
rather than be confined to unmarried 
minor children, that it should apply to 
trusts where a beneficiary is only contin- 
gently entitled to income, and that the 
income derived by multiple trusts for un- 
married children should be aggregated for 
rating purposes. Also, where a settlor can 
vary the terms of a trust in favour of un- 
married minor relatives, it was recom- 
mended that the income of the trust be 
taxed at 10/- in the £. And where in- 
come, but not the relevant assets, is 
alienated, the Committee considered that 
the Commissioner should be given the 
power, by the use of special provisions in 
the Act, to collect the same amount of 
tax as would be payable if the alienation 
had not taken place. 


The Treasurer announced that legisla- 
tion to be introduced to “close avenues 
of tax avoidance” in relation to family 
partnerships, trusts and the alienation of 
income would operate from 17 August, 
1961. 


SUPERANNUATION FUNDS 

Self-employed Persons 

The Committee recommended that con- 
tributions up to the amount of £200 made 
by a self-employed person to an approved 
superannuation fund should be allowed 
as a business deduction, in addition to the 
normal allowance for life assurance and 
superannuation fund contributions per- 
mitted by Section 82H. 


Contributions to Superannuation Funds 


The absorption of Section 79 into Sec- 
tion 66 was recommended, also amend- 
ments to Section 66 directed towards:— 


The allowance of a deduction for contribu- 
tions for the benefit of an employee by a 
person who is not the employer only if 
that person has a proprietary interest in 
the business of the employer. 

The restriction of the aggregate allowance, 
where contributions are made to more 
than one fund for the benefit of a par- 
ticular employee, to the amount of £200 
or 5% of the employee’s remuneration 
(whichever is the greater) or the amount 
in excess of the statutory maximum de- 
termined by the Commissioner. 
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Extension of the Commissioner’s power to 
limit deductions for contributions to funds 
for the benefit of employee/shareholders 
where the employee's interests in a private 
company is held indirectly through a 
holding company. 

The limitation of deductions allowed for 
relatives of employees, directors or share- 
holders of a private company to 5% of a 
reasonable remuneration. 


Restriction of the allowance of contributions 
to cases where employees have been em- 
ployed for at least one year unless the 
Commissioner is satisfied that the employ- 
ment is of a permanent nature. 


Exemption of Income of Funds 


“It has come to our notice that Section 
23(j) is being extensively exploited in a 
manner which was never contemplated 
when the legislation was introduced for 
the encouragement of employers in estab- 
lishing bona fide funds on behalf of em- 
ployees. In fact, the Section is being 
widely abused.” 


For example, “a superannuation fund 
set up mainly for the benefit of the 
directors of a private company and 
controlled by them, purchases at par one 
Or more shares in the company carrying 
special rights. The company’s articles of 
association give to the directors a com- 
plete power as to the dividends to be 
declared on the special shares and, in fact, 
they distribute the bulk of the company’s 
profits as dividends to the trustees of the 
superannuation fund holding such shares. 
Payment of these dividends relieves the 
company from liability to undistributed 
income tax. In addition, the dividends 
being income of the superannuation fund 
are exempt from tax, and the amount 
received by way of such dividends may 
be lent back to the company with or with- 
out interest. On retirement, the directors 
obtain the bulk of the fund, but are taxed 
on no more than 5% of the amounts 
received. 


“A director-controlled superannuation 
fund is set up by a private company, pri- 
marily for the benefit of those employees 
who are also shareholders and directors. 
The directors then cause the company to 
make interest-free loans to the fund, 
which invests the proceeds. The income 
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derived by the fund from its investments 
is exempt under Section 23(j) and when 
this income is eventually paid to the 
directors in a lump sum on their retire- 
ment, only 5% thereof will be taxed in 
the hands of the beneficiaries or alterna- 
tively the amount may be wholly free from 
tax.” 

Subject to the provisions of new Divi- 
sion 9B of the Act, the Committee recom- 
mended amendments to Section 23(j) to 
the effect that dividends from private com- 
panies should not be exempt and that 
other income from private companies 
should be exempt only if the Commis- 
sioner is satisfied that it arises from a 
bona fide business transaction. Other 
amendments were suggested to enable the 
Commissioner more effectively to control 
the type of fund which should benefit from 
the exemption conditions; specifically, it 
was recommended that income earned by 
a superannuation fund should be exempt 
only to the extent of the income earned 
for the year ended 30 June, 1961 and, in 
the case of business income, only to the 
extent of 10% of accumulated funds at 
that date. 

Legislation which will be introduced 
relating to superannuation funds will 
operate, the Treasurer announced, from 
17 August, 1961. 


OTHER RECOMMENDATIONS 


The Committee considered other 
matters which are referred to briefly as 


follows:— 

There should be no amendment of the Act 
to permit the deferment of the assessment 
of income received in relation to services 
to be rendered in the future. 

Minor amendments were recommended in 
relation to the taxing of the income of 
Friendly Society Dispensaries. 

The assessment of the income of a bene- 
ficiary of a trust estate should be limited 
to the income which he is entitled to 
claim from the trustee of the estate; the 
difference should be assessed to the 
trustee under Section 99. a. 

Suggestions were made for the tidying uP 
of the provisions of the Act relating to the 
registration of tax agents. 

A complete revision of Part VII of the Act 
relating to Penal Provisions and Prosecu- 
tions should be made. 

The sections of the Act should be tf 
numbered. 
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BURROUGHS SENSIMATIC 


— versatility 








“‘Dependable Burroughs Sensimatics 
cover our entire accounting system. 


Their versatility makes them 


° © 3a? 
several machines in one! 
Says K. Sampson, General Manager, Champion Spark Plug Co. (Aust.) Pty. Ltd., Sydney. 


Champion Spark Plugs are world renowned 
for their dependability . . . so, too, are 
Burroughs Sensimatic Accounting Machines. 
In addition, Burroughs Sensimatic is versatile, 
and has the speed that saves money on big 
volume jobs. 


Each Sensimatic is built with an exclusive, 
interchangeable “sensing panel” that guides 
each error-proof operation. And, because 
each panel has at least a four-job capacity, it’s 
the same as having four specialized machines. 
To do still more jobs or quickly change the 
system, you simply switch panels! No other 
machine is so perfectly tailored to give such 


Bur r oughs 


fast, versatile, cost-cutting automatic 
accounting. Your business—large or small— 
will benefit by the use of a Burroughs Sensi- 
matic. A wide choice of models with or 
without typewritten description, from 2 to 19 
totals. 


For full information and demonstration 
call the Burroughs man 
His experience in modern data processing 


application is available to you for the asking. 
Ring the nearest branch office or write. 


at the nearest Branch Office or write to Burroughs Ltd., 


40 Miller St., North Sydney, N.S.W. ’Phone XB 5831. 


BU I0IBV 
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The difference is 


43) Window Face Envelopes 


have the clearest windows in Australia ! 


Look closely at an ordinary window face envelope . . . then glance at a B&P Window 
Face Envelope. Immediately you see the difference! The address shows through clearly — 
instantly readable! 

B&P windows are much clearer than ordinary semi-transparent envelopes . . . and they 
remain clear always. There’s never any wastage. 

Standard sizes 11b, 122, 33 x 83, 4x9, 9x4. 

Special sizes and windows made to order. 


FREE SAMPLES gladly supplied without obligation. 
Please phone or write to — 


Besley & Pike Pty. Ltd. 


(inc. in Q’Id) 
Manufacturers of the largest range of Envelopes in Australia — 
Postal, Packaging, Systems. 
Sales Offices in Four States 


93 Alfred St., Fortitude Valley, Q’Id. Phone 5 2151 QUALITY 
324 Spencer St., Melbourne, C.1, Vic. Phone 30 3016 PRODUCTS 
13 Meeks Rd., Marrickville, N.S.W. Phone 51 3791 

Box 17 Post Office, North Hobart, Tasmania 


GUARANTEED 
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The Determination of Divisible Profits 


By TREVOR R. JOHNSTON, LL.M., B.Com.(N.Z.), Ph.D.(Cantab.), F.A.S.A., 
Reader in Accounting, University of Melbourne. 


HE legal decisions relating to profits 

available for dividend have been the 
subject of much comment in account- 
ancy journals and text-books, and few 
will not be familiar with the names of 
most leading cases, and many general 
statements therein which appear to run 
counter to generally accepted account- 
ancy principles. 


This article is yet another attempt to 
consider some aspects of these cases; it 
is prompted by two main beliefs: first, 
that most writers have hitherto omitted 
to consider early cases which show how 
over-riding legal principles have had an 
important effect on the judgments in all 
cases; and second, that most current 
accounting and auditing text-books do 
not satisfactorily deal with the availability 
of realised and unrealised capital profits, 
a question which can be of considerable 
practical importance today. 


I. INTRODUCTION 


Two basic principles of company law 
are that capital must not be returned to 
shareholders (unless the company follows 
the procedure for reducing its capital or 
is in the process of being wound up), 
and that dividends may only be paid 
out of profits. Strictly interpreted, these 
principles could have been taken to mean 
(what is more specifically provided in 
continental countries and most parts of 
the United States of America) that com- 
panies must maintain intact assets equal 
in value to their paid up capital (plus 
liabilities), and must make up deficiencies 
of capital before paying dividends. But 
the courts for various reasons, and mainly 
because they will not interfere in matters 
of internal management except on special 
grounds, have in most cases supported 
directors’ and shareholders’ decisions by 
interpreting these two principles in a 
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variety of ways. As a result the law 
appears to be neither certain nor con- 
sistent. 


Early Practice and Legislation 


The problem of measuring profits first 
arose in the early trading companies when 
they decided to limit dividends to profits 
after they began to arrange for permanent 
“stocks”, or “stocks” covering several 
voyages. Later, company by-laws and 
sometimes even charters included special 
provisions to this effect, but it is clear 
that many early companies either directly 
ignored these provisions, or employed 
methods of determining profits which 
could not have avoided a return of 
capital to their shareholders. The legal 
propriety of paying “interest” or divi- 
dends to shareholders out of capital does 
not seem to have been questioned until 
the early part of the nineteenth century 
when clashes of interest arose where 
companies had issued two or more classes 
of shares. The United Kingdom Com- 
panies Clauses Consolidation Act 1845 
(relating to statutory companies) stipu- 
lates that “companies shall not make 
any dividend which will return the capital 
stock”; capital may, however, with the 
consent of mortgagees and bondholders 
be returned to shareholders if due notice 
is given; but it is clear that during ‘he 
years following this legislation some com- 
panies still paid dividends out of capital. 


Submissions made to the Select Com- 
mittees on Partnerships and Joint Stock 
Companies (1836-1844) show that 
opinions varied as to the course the 
legislature should follow in this matter. 
Some persons advocated limiting divi- 
dends to profits; others suggested that 
as some investors might invest on the 
principle that they would receive regular 
yearly dividends, there would be no harm 


543 





in allowing dividends out of capital as 
long as full publicity was given and the 
facts not concealed. 


The United Kingdom Joint Stock Com- 
panies Registration Act 1844 simply 
stated that “completely registered com- 
panies may declare dividends out of their 
profits”; but the Act of 1856 (upon 
which the Companies Acts of all Aus- 
tralian States have been based), removed 
the “oppressive provisions” of the Acts 
of 1844 and 1855 and in the words of 
the law draughtsman, Lord Thring, “con- 
ferred on capitalists the right of un- 
restricted association”; this did not 
contain any reference to dividends being 
limited to profits. Neither the Act of 
1856 nor any subsequent Acts (other 
than those of Victoria and Tasmania) 
have referred to the payment of dividends 
other than in the optional sets of articles, 
usually in Tabie A, which have provided 
that dividends are to be limited to profits 
[arising from the business]. (Since 1896, 
Victorian Companies Acts have contained 
a penal provision prohibiting the pay- 
ment of dividends except out of profits, 


but other than provide a penalty, these 
sections do not appear to have added to 
or altered the law as it applies else- 
where. ) 


II. EARLY CASE LAW 


Capital Must Not be Returned 


However, while the United Kingdom 
Companies Act 1856 made no direct 
provision limiting dividends to profits or 
prohibiting the return of capital to share- 
holders, in several cases decided after 
the passing of that Act it was held that 
a company had no right to reduce its 
capital by returning it to shareholders or 
by paying dividends or interest out of 
capital. For example in Macdougall v. 
Jersey Imperial Hotel Co. (1864), 2 H. 
& M. 528, the payment of interest to 
shareholders out of capital was disallowed 
“on the grounds of public policy” and 
because it was not “in accordance with 
the contract entered into with the legisla- 
ture on behalf of the public whereby it 
was determined that the shareholders 
should be liable to a certain fixed amount, 
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and no more, to the creditors of the com- 
pany” (p. 535); and in Stringers Case 
(1869), 4 Ch. App. Cas. p. 475, it was 
decided that a particular “wholly delusive 
and improper dividend” was “a return of 
capital in violation of the general pro- 
visions of the Act that dividends are not 
to be paid out of capital” (p. 486). 


This general principle was strengthened 
by the United Kingdom Act of 1868 
(also followed in legislation elsewhere) 
which prohibited any reduction of capital 
otherwise than in accordance with the 
conditions laid down therein for the 
protection of creditors, which included 
obtaining the consent of the court where 
the liability of members was being re- 
duced or capital returned. 


Up to this stage the courts relied on 
the simple principle that a company could 
not reduce its capital or return it to share- 
holders, but after the special doctrine of 
ultra vires had been enunciated in Ash- 
bury Railway Co. v. Ricke (1875), L.R. 
7 H.L. 653, namely that companies “can 
only devote their means to a given class 
of objects” (the objects set out in their 
memoranda of association), the courts 
by rather curious reasoning applied this 
doctrine to questions relating to the re- 
turn of capital and payment of dividends. 


First, the courts said that as a com- 
pany could employ its capital only for 
the objects set out in the memorandum 
it was ultra vires a company to pay divi- 
dends out of capital since the payment 
of dividends was not an object: Flitcroft's 
Case (1882), 21 Ch.D. 519, 533; Trevor 
v. Whitworth (1887), 12 App. Cas. 409, 
436. But what they failed to realise was 
that the Ashbury Case applied to all 
funds belonging to the company, whether 
representing capital or accrued profits, 
and that if the principles of that case 
were applied strictly in the manner sug- 
gested in these cases, it would mean that 
dividends could not even be paid out of 
profits unless the payment of dividends 
was a stated object in the memorandum. 


Second, it was held that though cred- 
itors had a right to rely on the capital 
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being undiminished by any expenditure 
outside the objects of the company, as 
long as it was used up and spent on 
projects coming within these objects it 
need not necessarily be replaced out of 
revenue. Thus in Guinness v. Land Cor- 
poration of Ireland (1882), 22 Ch. D. 
349, at page 375, Cotton L. J. said: 


From that it follows that whatever has 
been paid by a member cannot be returned 
to him. In my opinion it also follows that 
what is described in the memorandum as 
the capital cannot be diverted from the 
objects of the society. Jt is, of course, liable 
to be spent or lost in carrying on the busi- 
ness of the company, but no part of it can 
be returned to a member so as to take away 
from the fund to which the creditors have 
a right to look as that out of which they 
are to be paid. (italics added) 


(The same point is emphasised by Lord 
Herschell in Trevor v. Whitworth (1887), 
12 App. Cas. 409 at page 415.) 


The dicta in these cases obviously 
suggest that as long as the contributed 
capital is used up or spent on projects 
coming within the objects stated in the 
memorandum of association it need not 
necessarily be replaced out of revenue. 
Two years later this principle was con- 
firmed in Lee v. Neuchatel Asphalte 
Company (1889), 41 Ch.D. 1, by Lindley 
L. J. (at p. 26) who stated quite cate- 
gorically that the Companies Acts did 
not require the capital to be made up if 
lost. 


After this decision and Verner v. 
General and Commercial Investments 
Trust, [1894] 2 Ch. 239, the procedure 
of applying for reduction of capital came 
to be regarded by many as optional rather 
than compulsory where capital had been 
“lost” and companies wished to pay 
dividends out of current revenue profits. 
Thus in In re Barrow Haematite Steel 
Co. [1900] 2 Ch. 846, Cozens-Hardy 
J., while refusing to sanction a reduction 
of capital because he did not think a 
loss of capital had been established, said 
that anyway there was no necessity for 
a reduction since in Lee v. Neuchatel 
Asphalte Co. and Verner’s Case it had 
been held that a trading profit could be 
applied in payment of dividends notwith- 
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standing depreciation in the fixed capital 
of the company. This led to protests by 
accountants and others who complained 
of a failure to adhere to “sound account- 
ing principles”. On the other hand, the 
courts tried to make it quite clear that 
they were not concerned with matters of 
prudence or internal management as long 
as the parties were acting honestly and 
in good faith. 


Profits a Matter of Internal Management 


The question whether losses of capital 
must be provided for arises mainly in 
connection with the application of the 
second principle referred to at the begin- 
ning of this article: that dividends may 
only be paid out of profits. Most articles 
(and penal sections of the Victorian and 
Tasmanian Companies Acts) limit divi- 
dends to profits, but the clear definition 
of profits in this context has been very 
much affected by rules relating to internal 
management. 


Most questions provided for in articles 
are regarded by the courts as matters of 
“internal management” to be governed 
by the majority rule of the directors or 
shareholders, as required, and in which 
the courts should not interfere except on 
special grounds, such as that the action 
of the company is ultra vires, or that 
there has been a fraud on a minority: 
Foss v. Harbottle (1843), 2 Hare 461. 
The general effect of this latter rule, in 
cases dealing with companies _ whose 
articles limit dividends to profits in 
general terms, is that the courts have 
accepted the majority decision of the 
directors or shareholders as to what 
constituted profits as long as there has 
been no evidence of fraud and they have 
not patently done that which is ultra 
vires the company, such as having re- 
turned capital to shareholders. 


The manner in which this general 
principle governing matters of “internal 
management” is applied is shown clearly 
in several early decisions. It was held in 
Stevens v. Devon Railway Co. (1851), 9 
Hare 313, 330, “that the manner in which 
the profits were to be ascertained and 
divided was a question of internal man- 
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agement, with which the court could not 
interfere.” The judgment in Gregory v. 
Patchett (1864), 33 Beav. 395, pointed 
out that if the measures adopted were 
plainly beyond the powers of the com- 
pany, the court would at the instance of 
the minority interpose, but that it would 
not interfere to prevent a call not 
required, or stop a dividend not justified 
by the pecuniary position of the com- 
pany. In Yoole v. Great Western Rail- 
way Co. (1869), 20 L.T. 74, the court 
refused to grant an injunction to restrain 
the declaration of a dividend on the 
ground that the dividend so to be declared 
was calculated on an erroneous principle. 


The later case of Lambert v. The 
Neuchatel Asphalte Co. (1882), 51 LJ. 
(Ch.) 882, is particularly interesting be- 
cause the facts were much the same as 
in the better known case involving the 
same company a few years later, when 
the court again refused to grant an in- 
junction restraining the payment of a divi- 
dend, but on entirely different grounds. 


Out of a capital of £1,150,000, over 
£1,000,000 had been expended in and 
about a concession which would expire 
in 1907. The articles provided that divi- 
dends should be paid only out of net 
profits, and that directors should not be 
bound to form a fund for renewing or 
replacing the company’s interest in any 
concession. It was also provided that no 
distribution of profits was to be made 
without the consent of a general meeting 
and that in any dispute as to the amount 
of net profits the decision of the company 
in general meeting was to be final. The 
action was brought by a shareholder to 
restrain payment of dividend on the 
ground that there were no profits. 


When giving judgment, Bacon V. C., 
said that the court never interfered with 
the internal arrangements made by com- 
panies and that in this case it was not 
the principle alone, but the very terms 
of the articles which said that in the case 
of dispute as to the amount of net profits, 
the decision of the company in general 
meeting should be final. (Though, as is 
suggested in the judgment, it is doubtful 
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if the clause in question altered or added 
to the general principle enunciated in the 
cases mentioned, namely, that the decision 
of the majority is all-important in matters 
of internal management.) He therefore 
held that as that was the contract between 
the parties and they themselves had put 
their own interpretation upon it he had 
no authority over the matter, and had no 
right to say to a general meeting “You 
shall not hold so and so to be net profits.” 


Resort to Doctrine of Ultra Vires 


Those seeking to restrain companies 
from paying dividends on the grounds 
that their profits had been wrongly calcu- 
lated had therefore to find other ways 
of bringing actions in the courts; and most 
cases which have caused so much contro- 
versy from Lee v. Neuchatel Asphalte 
Co. onwards, were brought under one of 
the exceptions to the general rule regard- 
ing non-interference in matters of internal 
management, namely that the courts will 
interfere where the action of the company 
is proved to be ultra vires. This question 
was not raised in Lambert v. Neuchatel 
Asphalte Co. but was the main ground 
of the action brought seven years later 
against the company. The counsel for 
the appellant in Lee v. Neuchatel A sphalte 
Co. contended that the value of the 
nominal amount of the share capital 
when a company is formed ought to be 
kept at that amount, and that while the 
declaration of dividends is a matter of 
internal management, the court should 
interfere if a company is improperly em- 
ploying capital in the place of income for 
that purpose; and he alleged that as the 
company was doing this by letting the 
concession “waste” its actions were ultra 
vires. 

Thus in all the well-known cases since 
1889 the courts have been concerned not 
so much with the strict meaning of the 
word “profits” as with determining either 
whether the profits shown in the accounts 
of the directors could under no circum- 
stances be called profits (in which case 
payments made as dividends would be 
ultra vires the articles); or whether the 
payments made as dividends have 
amounted to a return of capital, which 
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is ultra vires all companies. And by the 
application of the strange logic of the 
common law the judges in nearly all these 
later cases approved the actions of the 
directors by reverting to the rules men- 
tioned earlier: they said that the director’s 
actions could be ultra vires only if there 
was a return of capital; that the “capital” 
referred to meant the subscribed capital; 
that if it had been “lost” in furthering 
the objects of a company it need not be 
made up; or that if the directors were 
acting honestly and reasonably, did not 
“cook” their accounts, and retained suffi- 
cient to pay the company’s debts, the 
courts should not interfere. 


As already mentioned it is not intended 
in this article to discuss the many cases 
on this subject which are referred to in 
all text-books. But in concluding this 
section it is thought that some reference 
should be made to a lesser known Vic- 
torian case of last century in which 
the principles already mentioned were 
applied. In Phillips v. Melbourne and 
Castlemaine Soap and Candle Co. (1890), 


16 V.L.R. 111, it was held that: 


“So long as a company pays its creditors 
there is no reason why, in an apparently 
flourishing concern it should not go on and 
divide profits though every shilling of the 
capital be lost, and it is only a matter of 
prudence, and not of law, whether or not 
dividends shall be paid when assets are of 
less value than the original capital . .. 
The proper fund for the payment of divi- 
dends is the excess of a company’s earnings 
over the expenses incurred in obtaining 
them. Such excess constitutes the profits 
out of which dividends may be paid. And 
if a company after defraying all current 
expenses and the interest of its debts, has 
a surplus arising from its current receipts, 
there is no principle either of law or moral- 
ity, which requires that such surplus shall 
be accumulated, or forbids its division as 
profits amongst the shareholders . . . The 
plaintiff's real complaint, in my opinion, 
is not that the directors are paying dividends 
out of capital, but rather that they will not 
allow profits to accumulate in order to 
replace lost capital, which is clearly a matter 
for the company itself to decide.” 
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Ill. AVAILABILITY OF CAPITAL 
PROFITS 


Early articles of association, including 
Table A, provided that dividends be 
limited to profits arising from the business 
of the company. (The penal section of 
the Victorian Companies Acts from 1896 
to 1910 contained a similar phrase.) It 
was held that such a provision precluded 
the payment of dividends out of what 
may be loosely called “capital profits”. 
During the last few decades, however, 
the usual clause in articles has simply 
provided that dividends may not be paid 
otherwise than out of profits; and it has 
been held that capital profits may be 
used for dividend purposes where the 
articles are worded in this way. 


The two best known cases in which 
the availability of capital profits was con- 
sidered are Lubbock v. British Bank of 
South America, [1892] 2 Ch. 198, and 
Foster v. New Trinidad Lake Asphalte 
Co., [1901] 1 Ch. 208. In the former 
it was held that accretions to capital when 
realised may be brought into the profit 
and loss account and treated as available 
for dividends; in the latter case this 
principle was followed but it was further 
held that realised accretions to the value 
of one item of the capital assets cannot 
be deemed to be divisible profit without 
reference to the whole accounts fairly 
taken. 


Unfortunately these two cases have 
been quoted in many auditing text-books 
as authorities not only for the proposition 
that realised capital profits may be treated 
as available for dividend, but also for 
the proposition that capital profits must 
be realised before they are available for 
dividends. That the cases are authorities 
for the first proposition is not questioned; 
but it is submitted that they are not and 
could not be authorities for the second 
proposition since the point was not at 
issue, and if the courts had made pro- 
nouncements along these lines the state- 
ments would have been obiter dicta. 


A further matter often raised in text 
books concerns the distinction between 
dividends paid in cash and dividends 
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missible to pay cash dividends out of such _ construction. Buckley J. held that it 
profits; in other words they suggest that could: 

there is a distinction in law between profits It has, I think, long been the generally 
available for cash dividends and profits accepted view of the law in this country 


available for “bonus” share dividends. (though not established by judicial author. 
ity) that, if the surplus on capital account 


But there seems quite definitely to be results from a valuation made in good faith 
no authority on which to base such a by competent valuers, and is not likely to 
distinction; on the contrary it seems quite be liable to short-term fluctuations, it may 


clear that when a dividend is to be properly be capitalised . . . I can see no 
reason why, if the valuation is not open to 


declared and this is to be satisfied by the criticism, this should not be so, or even 
issue of “bonus” shares, the profits out why, in any case in which the regulations 


of which the dividend is declared must of ae anpeep pers the oan poe by 
: “ser way of dividend of profit on capital account, 
have been available for a dividend of any a surplus so ascertained should not be dis- 


kind; there must in the first place be a tributed in that manner. After all, every 
liability towards the shareholders and the profit and loss account of a trading concem 


satisfaction of that liability by the issue which opens and closes with a stock figure 
necessarily embodies an element of estimate. 


of the shares; and if there is no such The difference between ascertaining trading 
liability there would not be any con- profits by, amongst other things, estimating 
sideration for the shares, in which case the value of the stock in hand at the begin- 


the directors or even the shareholders ning and end of the accounting period, and 
ascertaining capital profits by comparing 


may later find themselves liable to pay the an estimated value of the assets with their 
whole amount in cash. book value, appears to me to be a difference 


Until recently the only case dealing of degree but not of principle. 


with the availability of unrealised profits And the learned judge continues with 
is The Midland Investment Corporation the observation that in his opinion it is 
(1886) which, though not in official re- _ legally permissible, even if not always 
ports, has been reported in some detail | commercially prudent, to satisfy in cash 


since soon after that time in Palmer’s a dividend declared out of unrealised 


Company Precedents (refer 17th edition, capital profits: 
p. 630). It was held by Chitty J.: Moreover, if a company has fluid assets 


That in declaring a dividend in trading available for payment of a dividend, I can 

see nothing wrong in its using those assets 
for payment of a dividend, and at the same 
time, as a matter of account, treating that 
dividend as paid out of a capital surplus 
resulting from an appreciation in value of 
unrealised fixed assets. The proper balance 
of the company’s balance sheet would not be 
disturbed by such a course of action. The 
company would be left with assets of suffici- 
ent value to meet the commitments shown on 
the liabilities side of its balance sheet, in- 
cluding paid-up share capital. A company 
is not required by law to keep any part of 
its assets in any particular form. I do not 
say that in many cases such a course of 
action would be a wise commercial practice, 
but for myself I see no ground for saying 
that it is illegal: Dimbula Valley (Ceylon) 
Tea Co. Ltd. v. Laurie & Anor., [1961] 2 
W.L.R., 253 at pp. 267-268. 


concerns directors are entitled to put an 
estimate on the value of their assets from 
time to time, in order to ascertain whether 
there is or is not a surplus remaining after 
providing for liabilities; and where they 
make those valuations from time to time 
on a just and fair basis, and take all the 
precautions which ordinary men of business 
engaged in a similar business would do, they 
are entitled to treat the surplus thus ascer- 
tained as profits. 
This suggests that unrealised profits of 
any kind may be used, but it may be 
argued that as the company was dealing 
in land the ass-ts were thus current assets 
(“circulating capital”) and the unrealised 
profits were therefore revenue and not 
capital profits. 
However the whole question has been 
considered during the past year when 
the Court was called upon to consider 


IV. SUMMARY 
To the extent that it is possible to 


whether an unrealised profit in respect generalise from the many court decisions 
of fixed assets (arising through a revalua- _—regarding this whole subject, the follow- 
tion) could be capitalised by the issue of | ing is offered as a brief summary of the 
bonus shares as part of a scheme of re- _ principles enunciated: 
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The determination of profits for 
dividend purposes is a matter of 
internal management regarding which 
the courts will not interfere except 
on special grounds such as that the 
company or the directors are acting 
ultra vires. 


. It is ultra vires a company to pay 
dividends out of capital and invari- 
ably under articles of association 
ultra vires to pay dividends other- 
wise than out of profits (quite apart 
from the penal provisions of the 
Victorian and Tasmanian Companies 
Acts). 


When determining profiits in this con- 
text, and in the absence of special 
provisions in the articles: 


losses of fixed capital, past or 
current, need not be made good; 


current losses of circulating capital 
must be taken into account 
(though “circulating capital” 
seems to mean only stock-in- 
trade); 


past revenue losses may be 
ignored; 

excess depreciation or amounts 
written off fixed assets, including 
goodwill, may be written back; 
and 

realised and unrealised profits in 
respect of fixed assets may be 
included provided that a bona fide 
valuation of all assets shows the 
share capital to be intact. 





Time Keeping and Costing in a Public 
Accountant’s Office* 


“TIME” and “Life” are American 

publications the names of which 
are well known. In introducing my 
subject I shall suggest as a variation, 
“Time is Life”. We are all salesmen, 
and our products are skill and knowledge, 
but to a large degree our measurement 
of value in our business is time we sell. 


One of Brisbane’s leading specialist 
surgeons, addressing a gathering of busi- 
ness men recently, laid emphasis upon 
“our need to watch our priorities — the 
care we need to take to keep all things 
in perspective and allocate our time care- 
fully, both in the efficient discharge of 
our daily occupation and also remember- 
ing that we have wider social duties”. 
He could well have been addressing him- 
self to some aspects of our subject — 
for undoubtedly we must watch our time 
—to see that it is used efficiently, allo- 
cated correctly, remunerated adequately 





*A paper delivered at a Public Accountants’ 

mvention arranged by the Victorian Division 
of the Society and held at Shepparton, Vic- 
toria on 7 to 9 April, 1961. 
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and that there is some left over for our 
home, family and the lighter side of life. 


What is Timekeeping? 

Perhaps no more simple definition 
could be arrived at for the purpose of 
this study than the systematic record- 
ing of the time devoted to the practice 
of accounting, and its allocation by units 
of productive effort and overhead 
expense. In a survey made of a limited 
number of Queensland practices in recent 
weeks I was able to find only one where 
a system of time recording was not in 
force, and some regular attention given 
to it. The one case was a small practice 
in the country with a limited number of 
clients, all on fixed fees. The allocation 
of time was clear cut. 

Twenty years or so ago the situation 
was different, e.g. the former principals 
resulting in an issue of “bonus” shares. 
Some text-books suggest that quite apart 
from the question of accepted business 
practice it is legally permissible to use 
unrealised capital profits for dividends in 
the form of “bonus” shares, but not per- 
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of our firm apparently had no need for 
a system of time recording before World 
War II. For some years afterwards, the 
time records kept were not integrated in 
a costing system, and I know of other 
similar cases. 


Why is it Essential? 

In the words of Austin Donnelly in 
his book The Practice of Public Account- 
ing, efficiency in this and other directions 
should tend to result in better service at 
reasonable fees for the clients, remunera- 
tion at a fair level for the staff, and an 


equitable return to the principals. Those 
of you who have tried it, know that it 
is almost impossible to determine a fee 
where there is continuity of work over 
a period, without first going back to the 
time records and then in addition giving 
some thought to the nature of the work 
and the measure of skill exercised, and 
responsibility accepted. Guesswork is not 
good enough — it leads to the charging 
of fees at too high or too low a level — 
either of which is bad for the accountant, 
and bad for the client, and perhaps good 
for the practitioner’s friendly rivals. 
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When Should the Record be Compiled? 


As nearly as possible to the happening 
of the event. In our own case we record 
times to the nearer quarter hour and I 
find that is the general practice in 
Brisbane and in parts of the country 
where my enquiries extended. Memories 
are wonderful, yet often fickle —in a 
busy day jobs crowd in, are often broken 
by telephone calls, interviews and sundry 
other interruptions — and this applies to 
the principal and senior members of his 
staff where the time cost is heaviest, 
perhaps even more so than to more junior 
staff members. 


As a result, time not recorded within 
the day, can become confused. As a 
test I have on several occasions written 
down on the following morning a 
schedule of time for the previous day 
—and then compared it with the actual 
recorded the previous evening. Quarter 
hours become tacked on and it is possible 
(if memory alone is relied on) to over- 
look a small job altogether. Those with 
whom I have conferred assure me that 
this is their experience also — time must 
be allocated either during, or at the 
latest, the end of the day. Our own rule 
is — “time sheets must be entered to the 


end of the day before leaving the office.” 
It is a good habit to acquire. 


How to Record 

A time sheet is a basic debit entry 
document — you have all had experi- 
ence of the variety of forms, shapes and 
sizes of invoices for goods and services 
in any given industry. It is not surpris- 
ing to note that public accountants have 
contrived to design many types of time 
sheets — in the end result they are very 
similar. 

My limited survey indicates that loose 
daily sheets are the more popular, while 
bound diaries entered daily are frequently 
used. One Brisbane practice works to a 
slip system — pads of perforated num- 
bered slips are handed to each staff 
member whose time is recorded, and a 
slip is filled out as each job is completed, 
showing times of commencement and 
conclusion, and work done. These slips 
are accumulated for the day, then handed 
to the filing clerk to check continuity 
of numbers before the slips are filed in 
pockets in the individual client’s fee file. 
It follows of course that in this instance 
there is no cost ledger card — the slips 
are summarised when the fee is due, and 
the calculation of the fee is detailed on 
a separate sheet. 
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Personalising this address again — our 
own system is a conglomerate. Staff 
members keep weekly time sheets, entered 
on a daily basis (see Appendix A). 
Entries are made at least daily and often 
twice daily from rough details quickly 
pencilled on the desk calendar, and the 
rule is that on Friday night before 
members of the staff leave the office, 
these sheets are to be on the chief clerk’s 
desk. Partners keep a bound diary, also 
entered daily, which is summarised by 
the cost ledger clerk at intervals during 
the quarter. At the end of the quarter 
a detailed schedule is made out for each 
partner and the times posted in bulk for 
individual clients for the quarter. The 
time sheets are posted on a weekly basis, 
though not necessarily every week. 


I review all time sheets on the Monday 
following the close of the week. Having 
almost the entire office performance for 
the previous week available on a limited 
number of pieces of paper, it does help 
to keep in touch with — 


The progress of the work; 
in the case of audits —the progress related 
to a forecast for the week; 


the number of clients one person is trying 
to deal with in a week — which can help 
in + aeiee out duties from time to time; 
an 

the range of experience more junior members 
are enjoying (and I hope that is an appro- 
priate choice of a word). 


From the Time Sheets — Where? 


An inaccurate time sheet means an 
incorrect cost, and a fee unfair to some- 
one. I cannot stress too strongly that 
this fact needs to be communicated to 
members of the junior staff at the begin- 
ning of their service and inculcated in 
them during employment by adequate 
supervision, and reiterated when they 
accept more senior responsibility. Allo- 
cation to a client of time more correctly 
classified as lost, can lead to pricing the 
practice out of that client’s market. If 
high “overhead time” must be shown — 
record it and it will be recognised that 
a problem exists; perhaps a revision of 
work allocation is called for. 
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The “Cost Ledger” 

This is a combination of client cards 
which record time devoted to their work; 
cards recording total hours worked — in 
the staff categories pre-determined; and 
cards accumulating office (or overhead) 
costs including honorary work. This 
reference will come up again in financial 
terms under the second limb of the 
subject title, “Costing”. 


Dealing now with time recording 
aspects —I have mentioned already the 
firm which uses the “summarised slip 
system” — we find some post times 
manually (daily, weekly or monthly) to 
either cards or loose-leaf ledger systems. 
We use specially ruled ledger cards — 
posted regularly on a small accounting 
machine (see Appendix B). For fractions 
of hours it prints “shillings”, for full 
hours just whole numbers — thus it does 
not in any way complicate the extraction 
of information. 


Many of our fee accounts are sent at 
regular intervals, monthly or quarterly, 
the interval varying according to the 
volume of work done during that period, 
and its nature. Thus we refer often to 
our “cost ledger” for time information 
for setting fees, for comparison with last 
year’s progress. It is essential that it be 
kept accurately and up to date. It is 
essential that client names are clearly 
recorded on time sheets. Where asso- 
ciated companies with similar names are 
involved, careless recording creates pro- 
blems and waste of senior time later in 
probing the mystery. 


Who Should Record Times? 


To talk to some manufacturers of pro- 
ductive work in an accountant’s office 
might bring forth an illuminating address. 
One insurance company manager jokingly 
(I hope) referred to accountants as 2 
whole as “Barnacles on the rear side of 
progress”. I was glad to be able to 
remind him that pearls of great value 
were sometimes taken from shell fish. 


So I wish to refer to time charged to 
clients as productive time — it is much 
better for the morale than perhaps the 
more appropriate “chargeable time”. ! 
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find some difference of opinion on this 
matter of “who” should record times. 
There was a preponderance of practice 
amongst those of whom I enquired, that 
all staff record daily times. One reply 
stressed the fact that even the filing clerk 
kept a time sheet. I have been wonder- 
ing ever since how the switchboard 
operator fares under those circumstances, 
in a large office. 

My own office works to the pattern 
of recording the times of all partners and 
staff engaged in accounting, audit and 
advisory work or in clerical or account- 
ing routines. Only where a typiste/ 
secretary does a special job, e.g. recurring 
share register work, is her time recorded. 
The time of the office junior is not 
recorded (as a regular costing matter) 
— again except for special duties. 

We have reconsidered this policy on 
several occasions—particularly in regard 
to the costing of audit work, but have 
decided not to vary it. Audit work 
generally absorbs a high number of hours. 
If a standard hourly cost rate for the 
whole office is related to both audit and 
other accounting work it could be con- 
sidered that audits would bear an undue 
proportion of typiste time and other over- 
heads. Even on an audit however it is 
surprising when a check is made, just 
how much the services of the general 
office are called upon — there is a certain 
amount of correspondence, there are lists 
and schedules, annual accounts and 
reports to be typed and often the one 
fee embraces a tax return and some other 
services. So I shall be interested to hear 
this morning the views of others, and it 
may be that in this if nothing else in this 
paper, we have a controversial feature 
which may stimulate discussion. 

Costing 

Time records assume significance when 
they are used — and their use calls forth 
the exercise of some judgment. They 
are tools for use; in some situations a 
master or a dictator, in others a guide. 

“Costing” is the general term I would 
use to describe the manner in which we 
use them. I suggest we use them in the 
following ways — 
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@ To determine a monetary cost of per- 
forming services for clients —as a gui 
to fee setting. 

@ As a measure of control of work to be 
done in relation to a fixed fee. 

@ As a guide to effective use of time. 

@ To generally assist in making decisions 
in the business of accountancy which is 
by no means static. 


Cost Rate 


I find some variance both as to the 
use and the calculation of such a rate. 
One practice with several partners, which 
I regard as well-managed from many 
aspects, does not “cost” its work — fees 
are based on hours related to an Institute 
scale. However an annual examination 
is made, of “overhead costs” related to 
“productive salaries” — so that in effect 
total costs are examined at least annually. 


Another successful country practice 
uses a “labour cost” rate only, by divid- 
ing weekly salaries (in groups) by 32 
effective hours, making allowance for 





APPENDIX “C” 


CALCULATION OF A COST RATE 
£ 
. Rental and all office overhead 5000 
. Salary Overhead 
Non-productive time, 


holidays, 
etc., Typistes’ salaries cane 


000 
Total £9000 

. Direct salaries 
Total salaries sl 17000 
Less Overhead (as above) .. 4000 


13000 


’ a Total overhead to direct salaries 
1 


= po x —— = 69.2% (say 70%) 
1 1 

. Direct hourly rates are calculated for each 

group at the end of the year, by dividing 

into the gross salaries for that group, the 


total hours worked by the group. 
e.g. Gross salaries £2800 
Total hours . 4000 
Direct rate ; 14/- 
. The cost rate for each salary group is 
then the direct hourly rate plus 70%. In 
the above example this would be 14/- 
+ 9/9 = £1/3/9, and for ease of calcula- 
tion this would be rounded to £1/4/-. 
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annual leave and other non-productive 
time. The information is thus statistical 
(for comparative purposes) and the fee 
is determined on a charge rate calculated 
at the beginning of the year. It could 
be fairly stated that our procedure in 
some ways follows each of these 
approaches. 


Based on last year’s experience and a 
forecast for the twelve months ahead, 
our rates applicable to the various 
seniority groups are set — as cost rates 
to apply for the current year. Jobs are 
costed when the fees are due to be sent, 
in the case of variable fees—or at 
intervals where the fee tends to be fixed 
for a period. The partner concerned 
reviews the cost, the past fee, the trend 
over the previous year, the nature of the 
work done — amongst other things, but 
does not slavishly follow a scale of fees. 
In actual fact our fees would not vary 
greatly from recognised scales and on 





APPENDIX “D” 
CALCULATION OF COST AND FEE 


Client: The United Co. Pty. Ltd. 
Period: Quarter ended 31 December, 1960. 
Cost: 


Cost 
Partner: 7 hrs. @ 1/15/- 12 


No. 1 (Senior): 39} hrs. @ 1/2/6 45 
No. 3 (Intermed.): 94 hrs. @ 17/6 8 
No. 4 (Junior): 84 hrs. @ 13/6 ..... 57 

122 
Margin 40 
Total £162 


Comparison: 
Quarter ended 30 September — £300 (Special 


work, £85) 
Quarter ended 31 December, 1959 — £185 


Fee account for typing: 
Services rendered for the quarter ended 31 
December 1960, including — 
Accountancy fee for the quarter 
Preparation and lodgment of 
income tax, land tax and 
Workers Compensation returns £175 
Note: The above is illustrative only. It is 
interesting to note that on the basis of the 
minimum charge set out in a fee scale issued 
two years ago, the fee would have been 
£150 approximately. 
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special non-recurring work we use the 
scale wherever possible. I shall refer 
later to the action taken when comparing 
costs to date, related to a fixed fee. 

In my opinion it is desirable to deter- 
mine a cost for all work done, and at 
the time of setting the fee have a know- 
ledge of the actual margin achieved. 
That margin is the profit— the reward 
for skill — or whatever it may be called. 
I admit to some imperfections in the 
assumptions behind the calculation of the 
cost rate which we calculate as follows: 

Direct hourly cost for each group equals 
total salaries for that group for 12 months 
divided by the total hours worked by the 
group multiplied by 20. (The “Overhead” 
hours multiplied by the hourly rate then 
form part of overhead). To this is added 
a percentage of overhead, being total over- 
head divided by total productive salaries 
for the practice multiplied by 100 over i 
giving a composite cost rate for each 
group (see Appendix C). 

There is a tendency when busy, to 
give attention to clients’ affairs and over- 
look the systematic review of fees. We 
claim that costing them regularly makes 
us conscious of the need for profit — 
and the necessity to take action when 
the margin in a standard fee is becoming 
too narrow, or has disappeared (see 
Appendix D). Some smaller offices 
“value” their work each day. The 
principal may do in a day, work which, 
if his staff were larger, he would pass 
to a junior to complete. He then “values” 
the time spent at a junior rate. In theory 
he copes with the work more quickly 
and thus earns for that work somewhere 
between junior and senior rate. 


Control 

My second reference was to the use 
of costing as a measure of control and 
my reference at this stage will be to 
financial control. 

In mid-July each year we prepare a 
schedule of all clients and summarise, 
from the cost ledger cards, the total hours 
worked by each group for the past 
twelve months, for each client. Clients 
are grouped, e.g. audits, secretarial, 
grazing, etc., and all small tax returns 
are under a “Sundry Taxation Clients” 
heading, Honorary work is also grouped. 
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_.. with the exclusive ‘Floating Keyboard’ 


Never before such a range of new features. 


" ‘Floating Keyboard’. The exclusive ‘Floating’ design 
brings typing control towards the typist ® Dramatic new 
styling and design ® Electrifies 94% of all typing opera- 
tions ™ Keyboard tab and margin set ™ Print-perfect 
impression control ® Carbon ribbon attachment available. 


See the latest Electric typewriter— 
the Underwood ‘Documentor'—at 


day) STOTT & UNDERWOOD LTD. 


SYDNEY: 254 GEORGE STREET—27 1182 MELBOURNE: 265 EXHIBITION STREET~— 
32 4371. BRISBANE: 229 ELIZABETH STREET—31 1845. NEWCASTLE: 53 KING STREET— 
LISMORE: CARRINGTON STREET—3926. WOLLONGONG: 82 KEIRA STREET— 
B 3586. CANBERRA: 3 LONSDALE ST., BRADDON—4 6363. GEELONG: 155 RYRIE STREET 
. ADELAIDE: 21 GRENFELL STREET—8 4994. 
Associated Office—PERTH: 252 MURRAY STREET—BA 4357. 
Sales and Service throughout Australia. 
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Electrically driven and hand 
operated models are avail- 
able both with and without ‘ 
automatic feed;..for paper 
sizes up to 9” x 14”. 
Similar brief models for 
paper up to 14” x 17”. 


Check these advantages: 


. Rugged construction for permanent 
use and high efficiency. 

. Direct felt meistening, (an Ormig 
speciality) which permits to make 
more and better copies. 

. Completely automatic and absolutely 
reliable paper feeding device. 

. Hairline registration also when feed- 
ing automatically. 

. Automatic master clamping device. 

. Second clamp for additional masters 
and/or masks. 

. Automatic fluid-pump control. 

. Micro-adjustment of fluid-feed accord- 
ing to type of job. 

. Adjustable control for raising and 
lowering masters. 

. Recessed counter. 


DUPLICATORS 


The lowest priced spirit 
duplicator on the market! 


ORMIG PICCOLO PORTABLE ORMIG D.12 — ‘SIMPLEX’ 


USES NO INK, NO STENCILS, NO 
GELATINE. SEVERAL COLOURS IN: The low-priced and first-class spirit 
- icator for all paper sizes up to 
ONE OPERATION x 4. Sturdily built, simple and 
Priced at only £35, this inexpensive AK master-clamp. Semi-avto- 
spirit duplicator is ideally suitable for matic fluid-feed. Adjustable pressure 
Schools, Clubs, Restaurants, Small control. The D.12 can also be supplied 
Offices, Churches, Local Authorities, with devices for counting copies and 
Fashion Shops, Brokers, etc. addressing envelopes. 


Other popular models in all price brackets! 


COMMERCIAL MACHINES: 


MELBOURNE: SYDNEY: BRISBANE: 
330 William Street 350 Kent Street 552 Queen Street 
34 4681 29 6537 B 8758 
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We extend the cost of each client’s work 
for that year, the fee actually received 
within the twelve months, and these 
figures in total must reconcile reasonably 
closely with the annual accounts. In a 
remarks column on the right hand 
margin, the chief clerk and partners note 
their comments on such matters as “fee 
sent and not yet paid” — “increase 
operating from 1 July”, etc. By com- 
paring these with the summaries of 
previous years, we have the advantage 
of noting in which groups the trends need 
more careful attention. 

We are able to look ahead — making 
reasonable estimates of basic wage and 
automatic award adjustments likely to 
apply, and knowing what plans are afoot 
for salary adjustments and new staff 
requirements. There are other items for 
which we allow a 5 to 10% increase. 
It is usual to have some advance idea 
of the possible loss or gain of larger 
clients, and the movements in smaller 
fees tend to balance out. We make the 
individual fee decisions (up or down), 
then see what the budget of income looks 
like in relation to expenses. Bearing in 
mind the need to at least keep up with the 
declining value of money, we then adjust 
the cost rate, assuming productive hours 
will remain constant, to take up the 
anticipated rise in costs. We also note 


for the purpose of later fee determina- 
tion, whether maintenance of the same 
fee setting policy will balance out our 
income. Perhaps this sounds a time 
consuming and costly business — far 
from it, as recent costing of the time 
actually involved has shown. 


Audit fees have an unhappy knack of 
moving slowly, and costs have just as 
unhappy a trait of catching up quickly. 
We are tending now to watch “standard 
times” but even then we go as far as 
costing each audit quarterly, accumulating 
costs and fees for the quarters. The cost 
and the proportion of the fee are then 
compared with the similar quarter of the 
previous year. This is handled by the 
audit manager and discussed with the 
partners—it gives each of them a 
chance during the year to control the 
work — re-examine the programmes, and 
if necessary prepare the case for the 
next year’s fee adjustment. 


Effective Use of Time 


This is another measure of control, 
and in questions posed to a number of 
practitioners I asked—“Do you post 
total hours, productive and overhead, for 
each staff member? If so, do you take 
out some statistics showing trends by 
groups of employees?” Generally the 





APPENDIX 


“Re 


ANNUAL COST REPORT Showing ratio of time not aout direct to clients (overhead) 
—to total time work 


Year ended 30.6.60 


Total 
Hours 


Partners and managing clerk . 6482 


Seniors (Detailed individually) . 10379 


Juniors (Detailed individually) ..... 8857 


Grand total 25718 
Note: 


The Australian Accountant, October, 1961 


12.5% 
This report is prepared in July 


Comparison year ended 
0.6.59 


Overhead 
Hours 


900 


15.1% 
1471 


Total 
Hours 


Overhead 
Hours 
1101 
17% 
1458 


14% 15.5% 


328 


5.0% 


7.5% 


664 


3223 
12.3% 


and January each year. 





answers were “yes” but at least one “no” 

was noted. 

Arising out of these statistics comes 
a knowledge of the overall position; and 
they reveal trends in any one individual’s 
times against his group (and very low 
overhead recorded can indicate faulty 
timekeeping); and indications that 
changes are needed in the work loads. 
They are also of assistance in salary 
decisions. 

I hope that the discussion following 
this paper may bring out some other 
strong reasons for or against. 

For some years we have been listing 
the information after the end of Dec- 
ember and June, and the overall position 
seems to fluctuate between 10 and 12% 
— with wide variations in some groups 
(see Appendix E). 

Decision Making 
Summarised cost information giving 

the trends over recent years helps. In 
the “luscious green fields where practis- 
ing accountants are assumed to graze” 
some of us still find it difficult to take 
the time to think about our own business 
—we tend to defer decisions because, 
for example, we have not worked out 
the capacity to pay. Information readily 
available which enables us to jot down 
quickly the possible effect of a decision, 
saves time and worry. I would suggest 
that this would help in making decisions 
on the following questions: 

@ What would be the effect of amalgamating 
the practice with “B” accountant on (1) 
The spread of work; (2) Overall staff 
requirements; and (3) The cost rate and 
standard of fees? 

@ If “C accountant” is selling the goodwill 
of a section of his practice how much can 
we reasonably pay, bearing in mind: (1) 
The anticipation of say the next two or 
three years’ income and the need to cover 
the income tax on the fees received and the 
cash payments to the vendor? (2) Where 
the economies may lie: Does it balance out 
the group of clients in the type of work in 
which a staff member tends to specialise? 
Does it enable you to pay him a more 
adequate salary for his capabilities? Does 
reorganisation of the apparent idle capacity 
in a section seem possible, to cover the 
major portion of the time which the new 
work would need? 

@ Is it practical and profitable to take a 
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limited amount of special work (e.g. share 
register work) on a direct cost plus a 


margin basis — bearing in mind that over. 

heads are with us always? 

My experience leads me to believe 
that a more detailed study of our own 
businesses can be profitable in assisting 
with decisions yet to be made. 


General 

Do not let me mislead you into think- 
ing that I believe all time sheets are 
faithfully kept— all cost rates are 
scientifically based — all costs accurate 
and therefore all fees finely balanced. 
We all know that two members faced 
with the same set of facts would probably 
arrive at a different fee for the same job. 
There again, the advice given and the 
experience brought to bear could well 
have been the deciding factor. 


We all have the opportunity of bring- 
ing to bear free will on the type of system 
we choose—I have received from 
practising members a nuinber of forms, 
all different. Most keep their fee and 
cost ledgers on cards, hand posted. We 
use a small accounting machine, and | 
know of others using full scale account- 
ing machines. An excellent article by 
W. C. Dale in the August 1960 issue of 
the Journal of Accountancy refers to the 
use of punched card equipment in the 
tabulation of “engagement hours, costs, 
and estimated monthly fees”, in_ his 
practice. 

It seems to me that the good old days 
—or were they so good — when the 
accountant fixed a fee and adjusted it at 
the end of a year or two if it did not 
appear to be adequate, are gone, never to 
return. Costs in accounting practice are 
no slower to rise than elsewhere, adjust- 
ments need to be made more often, and 
we need management accounting within, 
to assist us with our decisions. 


The article by W. C. Dale already 
referred to, concluded with these words— 
“If good accounting is good for our 
clients, then it is good for the individual 
practitioner or firm. The accountant who 
does not know what it costs him to perform 
professional services, or what his services 
are worth, or what he is actually paid for 
his services, hurts not only himself but 
other members of his profession.” 
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Some Aspects of Company Law Amendment 
in the United Kingdom 


By R. H. PARKER, B.Sc.(Econ.), A.C.A., 
Lecturer in Accounting, University of Adelaide. 


OMPANY law amendment is cur- 
rently a topical subject in both 
Australia — where uniform company 
law is under consideration — and in the 
United Kingdom. The purpose of this 
article is to discuss various aspects of 
the recommendations on this subject 
which have been made in the U.K. 
recently. Until a few years ago the com- 
pany legislation of the various Australian 
States tended to follow, after a period of 
time, the law in the U.K. Although this 
no longer happens — and, indeed, there 
are now signs, as we shall see later, that 
the U.K. may be willing to adopt ideas 
first tried out in Australia —it is sug- 
gested that English company law will 
continue to have an important influence 
on Australian legislation and is therefore 
well worth our attention. 


Existing English law on this subject is 
embodied in the Companies Act of 1948 
which is based on the Report of the 
Cohen Committee on Company Law 
Amendment. Both the Report and the 
1948 Act owe much to the Recommen- 
dations on Accounting Principles of the 
Institute of Chartered Accountants in 
England and Wales and to the work of 
such men as the late Mr. F. R. M. de 
Paula. 


But, as a leading article in The Ac- 
countant has pointed out; 


“The last review of company law was 
necessarily based on pre-war experience 
and, excellent as it was, the work of the 
Cohen Committee needs to be supple- 
mented now by a more modern inquiry 
having regard to practices which have 
flourished post-war.” 





1. Cmd. 6659: London, June, 1945. 


2. The Accountant, Volume CXLI, No. 4433, 
5 December, 1959, page 522. 
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The most important of these practices 
is, of course, the “take-over bid”. As 
The Accountant states: “One fact shines 
out: in a take-over the directors of the 
taken-over company always seem to 
emerge with a considerable material ad- 
vantage.””® 


This situation led the U.K. Govern- 
ment to establish towards the end of 
1959 a committee of enquiry into com- 
pany law under the chairmanship of 
Lord Jenkins. The terms of reference 
of the committee are as follows:— 


“To review and report upon the provisions 
and workings of the Companies Act, 1948, 
the Prevention of Fraud (Investments) Act, 
1958, except in so far as it relates to indus- 
trial and provident societies and building 
societies, and the Registration of Business 
Names Act, 1916, as amended; to consider 
in the light of modern conditions and prac- 
tices, including the practice of take-over bids, 
what should be the duties of directors and 
the rights of shareholders; and generally to 
recommend what changes in the law are 
desirable.” 


The Jenkins Committee issued an in- 
vitation to various individuals and or- 
ganizations to submit evidence on matters 
within its terms of reference. It has 
also compiled a list of subjects under 
twenty-eight heads on which it would be 
glad to receive evidence.° 





3. ibid. 

4. The Prevention of Fraud (Investments) 
Act, 1958, is a consolidating act, dealing 
mainly with share-hawking and with cir- 
culars issued by would-be purchasers of 
shares. Building societies are being dealt 
with by separate legislation. The neces- 
sity for such legislation arises out of the 
revelations concerning the activities of cer- 
tain building societies. For details of the 
Building Societies Act see The Accountant, 
Volume CXLII, No. 4450, April 2nd, 1960, 
page 395; and Volume CXLIII, No. 4468, 
August 6th, 1960, pages 170 to 171. 


. The list is reproduced in full in The Ac- 
countant, Volume CXLII, No. 4440, January 
23rd, 1960, pages 109 to 110. 
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Written evidence has been forwarded 
to the Committee by, amongst others, 
the Institute of Chartered Accountants 
in England and Wales®; the Institute of 
Chartered Accountants of Scotland’; the 
Association of Certified and Corporate 
Accountants®; the Trades Union Con- 
gress®; and the Federation of British 
Industries*®. 


The following aspects will be discussed 
in this article: accounts; the classification 
of companies; nominees; take-over bids 
and the duties of directors; non-voting 
shares; and the ultra vires doctrine. 


ACCOUNTS 


It is the opinion of the Council of the 
English Institute that “in general” the 
requirements of the 1948 Act regarding 
the accounts of companies “have worked 
remarkably well and may be said to be 
both necessary and useful and to have 
achieved substantially the objective of 
adequate disclosure of information”. The 
Councils of the Scottish Institute and the 
Association are of the same opinion. 


The Council of the English Institute 
makes only one major submission on this 
subject. This is that the turnover in an 
accounting period should be shown in 
the profit and loss account by note or 
otherwise “unless the directors consider 
that disclosure is likely to be misleading 
or harmful to the company.” The 
Council further recommends that if this 
submission be found not acceptable by 
the Company Law Committee in rela- 
tion to companies generally, then it 





6. Memorandum for the Company Law Com- 
mittee, ist June, 1960: reproduced in full 
in The Accountant, Volume CXLIII, Nos 
4463, 4464 and 4465, July 2 and July 16, 
1960. See also Supplementary Memorandum 


for the rk Law Committee, Feb- 
ruary, 1961 e Accountant, Volume 
CXLIV, No, 4496, 18 February, 1961. 

7. Reproduced in full in The ‘Accountant, 
Volume 


Nos. 4468 and 4469, August 

6 and August 13, 1960. 

8. Reproduced in full in The Accountants 
Journal (U.K.), Volume LI, No. 631 and 


632, September and October, 1960; and in 
part in The Accountant, Volume CXLIII, 
No. 4470, August 20, 1960. 

9. See The Accountant, Volume CXLII, No. 
4459, — 4, 1960, page 694. 

10. See The Accountant, Volume CXLIII, No. 


4465, July 16, 1960, page 79. 








should at least apply to all companies 
whose share or loan capital is dealt in 
on a prescribed stock exchange. 


The Council of the Association re- 
commends:— 

“That a new section be introduced requiring 
the disclosure of turnover for the period 
covered by the accounts with such adjustment 
as may be necessary in the case of group 
accounts for inter-company transactions, pro- 
vided that a holding company or wholly-owned 
subsidiary need not disclose its own turnover. 
Provided also that if in the opinion of the 
directors such disclosures would be misleading 
or harmful to the company disclosure need not 
be made but a note to this effect should be 
made on the accounts.” 


It is heartening to read recommenda- 
tions such as these. It is felt, however, 
that, in the words of a leading article in 
The Accountant, the discretion given to 
the directors “robs the general require- 
ment of a great deal of its usefulness, and 
in effect makes it almost a matter of 
choice”.” 


The chances seem good, however, of 
some such provision appearing in the 
next U.K. Companies Act — or at 
least, the following one. There seems 
little hope at the moment for a similar 
provision in Australia. It would be help- 
ful if the Australian accounting bodies 
and perhaps the Stock Exchanges could 
make recommendations in favour of the 
disclosure of turnover. 


The Trades Union Congress has sug- 
gested that published profit and loss ac- 
counts should show the breakdown of 
the main items in the trading account 
including details of home sales and over- 
seas sales. Its memorandum, in fact, in- 
cludes a strong plea for more explicit 
and frequent information about the 
affairs of companies, primarily with a 
view to assisting trade unions in their 
negotiations with companies as efl- 
ployers. It recommends, for example, 
periodical revaluations of fixed assets, 
the results of which would be included 
as notes against the balance sheet figures 
of depreciated historical cost. It sug- 





11. The Accountant, Volume CXLIII, No. 4464, 
July 9, 1960, page 29. 
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AUSTRALIAN-MADE 
FINE QUALITY PAPERS WHICH COMBINE 


the best of 2 worlds 


AUSTRALIA has good reason to be proud of 
the “Gateway” papers marketed by the Wiggins 
Teape Group in Australia. Traditional British 
technical skills and Australian workmanship 
and drive have been combined to produce, in 
Australia, fine quality papers for commerce 
and industry of a standard to equal the world’s 
best. 

Practically all Wiggins Teape papers are now 
made in Australia at the Shoalhaven Mill. 
They include such world-famous watermarked 
qualities as Original No. 1 Chartham Mill, 
Goatskin Parchment, Conqueror Ledger, Aber- 
mill Bond and many others. Even experts find 


Ask your printer for 


Wiggins Teape Gateway Papers 


from Shoalhaven Mill, N.S.W. 


GOATSKIN PARCHMENT 
CONQUEROR 

NOWRA BOND 

SHOW OFFSET 

DEVON VALLEY BLOTTING 
ORIGINAL No. 1 CHARTHAM MILL 














. 
> 
= 
> 
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AUSTRALIAN 
——_ 


it difficult to tell the difference between these 
Australian-made papers and those from Wiggins 
Teape U.K. mills, where the tradition of high 
quality has been jealously guarded for 200 years. 
So, when you use Wiggins Teape papers, you 
not only support the “Made in Australia” cam- 
paign but, at the same time, you enjoy the 
undoubted prestige and, in many cases, the 
money-saving qualities of using the world’s best. 
When next you are ordering business stationery 
and printed material, keep in mind that “Made 
in Australia” and “World’s Best Quality” are 
synonymous terms if the paper is one from the 
Wiggins Teape range. 


AUSTRALIAN-MADE 


MANCHESTER LEDGER 
GLORY SYSTEMS BOs” 
ABERMILL BOND 
HERALDS LOAN 
WATERTON BOND 


MADE MERINO BOND, ETC. 


> 


LARGEST RANGE OF FINE QUALITY PAPERS MADE IN AUSTRALIA 
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STEP UP PRODUCTION— INCREASE YOUR EARNINGS 


with new factory plant and machinery, 
motorised and mobile equipment, business 


and office machines. 


ESANDA 


WILL HELP YOU GET IT NOW! 


Mr. Businessman—there is no need to delay your expansion 
programme—Esanda can help you replace that old machine 
or modernize your office, thus keeping your working capital 


reserved for day-to-day needs. 


Esanda Hire Purchase finance facilities are available at 
every office of the E.S. & A. Bank to help you acquire 
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gests that the realizable value of trade 
investments (i.e., those not quoted on a 
stock exchange) should also be shown.!” 


The Council of the Association re- 
commends that a statement be required 
of the current value at the date of the 
balance sheet which, in the opinion of 
the directors, may be attached to any 
asset or class of assets, and the basis 
upon which such valuations have been 
made. Provided that where in the opinion 
of directors the disclosure of the valua- 
tion of any asset or class of assets would 
be misleading or is impracticable, a 
statement to that effect should be made. 


We are concerned here, with the fun- 
damental theoretical arguments concern- 
ing the validity of the use of historical 
costs and whether or not a balance sheet 
should be a statement of “values”. This 
is not the place to pursue the theoretical 
discussion. It does seem, however, that 
if we regard published company balance 
sheets as a means of imparting informa- 
tion to shareholders, then the latter are 
entitled to know, as far as it is possible 
to estimate it, the current values of the 
assets of their company. This point is, 
of course, not without relevance to the 
practice of take-over bids. 


There is little point in detailed regula- 
tions concerning disclosure of information 
in published accounting reports if most 
companies are exempt from publishing 
them. The Companies Act, 1948, makes 
a distinction between public companies, 
private companies and exempt private 
companies. The intention of the legisla- 
tion is to distinguish between non-public 
companies which are controlled by public 
companies and non-public companies 
which are in effect family partnerships 
incorporated for the purpose of enjoying 
limited liability and/or taxation advan- 
tages. It is this latter type of company 
Which is at present exempt in the United 
Kingdom from publishing its accounts. 
The Councils of both the English In- 





1 Under existing U.K. legislation it is only 
hecessary to show the aggregate market 
value of quoted investments: Companies 
‘et 1948, Eighth Schedule, Paragraph 11 
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stitute and the Association make the 
sensible submission that there is little 
point in continuing the distinction be- 
tween public companies and non-exempt 
private companies. They therefore re- 
commend that all companies other than 
exempt private companies should be 
public companies'*. The Council of the 
English Institute states that “differing 
views may be held on the question 
whether a company which has limited 
liability should be exempt from the re- 
quirement to file its annual accounts”. It 
does not suggest that this privilege should 
be withdrawn from exempt private com- 
panies, and restricts itself to recommend- 
ing some methods by which the existing 
regulations might be tightened up and 
improved. The Trades Union Congress, 
however, suggests that all companies 
should be compelled to publish their 
accounts. 


CLASSIFICATION OF COMPANIES 


When company legislation was first 
introduced into the United Kingdom no- 
body foresaw the rise of either the 
holding company holding shares in other 
companies or of the family or so called 
“one-man” company'*. Private com- 
panies were not introduced until 1900 
and the minimum number of members 
was fixed at two, at which number it 
still remains. The rise of the “fully- 
owned” subsidiary has, however, made 
nonsense of this provision. Strictly, if a 
private company must have at least two 
members, then no company can be 
“fully-owned” by any other company. 
What normally happens in practice is as 
follows. Suppose that X Ltd. wishes to 
form and fully control: a subsidiary (Y 
Ltd.) with an issued share capital of, 
say, £10,000 comprising 10,000 shares 
of £1 each. Then X Ltd. will take up 
9,999 shares and the remaining share 
will be held by some other person (or 





13. The provisions of the Victorian Companies 
Act, 1958, Section 135 have more or less 
the same effect. 

14. It was not until the case of Salomon v. 
Salomon & Co. [1897] A.C.22, H.L., that 
the implications of the ‘‘one-man com- 
pany’ were fully grasped even by the 
courts. 
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perhaps another company) purely as a 
nominee of X Ltd. This procedure 
creates unnecessary work for all con- 
cerned. 


The illogicality of this provision has 
been recognised by Section 31 of the 
Companies Act, 1958 of Victoria, which 
provides, in a rather roundabout way, 
that a proprietary company which is a 
subsidiary company, the whole of the 
issued shares of which are held by a 
holding company which is a public com- 
pany, need have only one member’. 


The Council of the English Institute goes 
further than this and has made the fol- 
lowing submission to the Company Law 
Committee:— 

“The Companies Act should recognise what 
is often the real position and should therefore 


be amended so that a company need not have 
more than one member. 


If the foregoing submission is not accept- 
able, the Act should be amended so that the 
minimum number of members would be two 
for any company, except that a subsidiary need 
not have any member other than its holding 
compaay”. 

It will be seen that the Council of the 
English Institute recommends that all 
companies, private or public, need have 
only one member. 


NOMINEES 


Given the existing law, the use of 
nominee shareholders in the cases dis- 
cussed above seems justified’®. There 
seems no justification, however, for the 
use of nominee shareholders and nominee 
directors with the intention of obscuring 
in whom the ownership and control of 





15. It is still necessary, however, for there to 
be two subscribers to the Memorandum of 
Association. As soon as the company has 
been incorporated the ‘‘nominee’’ subscriber 
will be able to transfer his share to the 
holding company. Alternatively, it would 
appear that if the whole of the authorised 
share capital be allotted to the holding 
company the ‘‘nominee’’ would not need to 
take up his share (cf. Tufnell’s Case 
(1885), 29 Ch. D, 421). 

16. The Council of the Scottish Institute gives 
other examples where the practice of 
nominee shareholdings may be justified. 


a company rest. The Trades Union Con- 
gress regrets the decision of the Labour 
Government in 1947 not to require dis- 
closure by nominees of the beneficial 
ownership of shares. It suggests that 
where, say ten per cent of the shares or 
debentures are in one ownership, the 
name, address, nationality and description 
of the true owner should be set out in a 
statutory declaration to be filed with the 
company. 


The issue seems simple enough to the 
present writer. Limited liability is taken 
so much for granted today that it is 
often forgotten that it was only granted 
in the U.K. in 1855 after a long 
struggle’*. If the State is to grant such 
a privilege surely its citizens should be 
entitled to know to whom the privilege 
has been granted? 


TAKE-OVER BIDS 


The Council of the English Institute 
defines a “take-over bid” as follows:— 

“A general offer to acquire shares or other 
securities of a particular class or classes, usually 
with a view to obtaining a controlling interest 
in the equity capital of the company and 
involving both a time-limit for acceptance of 
the offer and a minimum volume of accept- 
ances.” 


The prohibition of take-over bids re- 
garded as economically undesirable is 
not a matter which can be dealt with by 
means of company legislation. What 
can be done, however, is to ensure that 
persons whose shares are the subject of 
such a bid are given sufficient informa- 
tion to enable them, or their advisers, to 
reach a decision on the merits of the bid. 
This information will normally be in the 
hands of the directors of the company 
which is the object of the bid. In theory 
a company is controlled by its share- 
holders; in practice, as is well-known, 
many companies are in the de facto 
control of the directors who may, or may 
not, also be shareholders. It seems 





17. See B. C. Hunt: The Development of the 
Business Corporation in England, 1800-1 iy 
(Harvard Economic Studies, 1936); 
Shannon: The Coming of General ‘Limited 
ime (Economic History, Volume + 
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desirable therefore that there should be 
provisions in any Companies Act con- 
cerning the general duties of directors to 
shareholders. There are at present no 
such provisions in the U.K. Companies 
Act. A lead, however, has been given 
by the Victorian Companies Act of 1958, 
Section 107, sub-sections (1) and (2) of 
which provide as follows:— 


“(1) A director shall at all times act honestly 
and use reasonable diligence in the discharge 
of the duties of his office. 

(2) Any officer of a company shall not make 
use of any information acquired by virtue of 
his position as an officer to gain an improper 
advantage for himself or to cause detriment to 
the company.” 


In its invitation to submit evidence 
the Jenkins’ Committee posed the ques- 
tion “Should [the] duties [of the direc- 
tors] be stricter and more clearly defined 
and, if so, in what respects?” 


The writer of a leading article in The 
Accountant has answered as follows:— 


“The law relating to the duties of directors 
to the shareholders who appointed them and 
who pay them is scattered over a number of 
unrelated provisions of the Companies Act and 
over a still larger number of decided cases 
—a great many of them decided in the last 
century when shareholders were mainly wealthy 
people employing bankers, brokers and lawyers 
to look after their interests. That law is too 
vague and too contradictory, and it is rather 
hard on the impecunious holder of a modest 
hundred shares who can hardly be expected to 
travel long distances to meetings or to employ 
professional advisers.”” 


The leader-writer then quotes with 
approval Section 107 of the Victorian 
Act and suggests that the Jenkins Com- 
mittee recommend that similar provisions 
be introduced in the United Kingdom. 


Some interesting suggestions for the 
regulation of the procedure of take-over 
bids are made by the Council of the 
English Institute. It submits that no 
general offer to shareholders should be 
made unless it satisfies the conditions for 
what it terms a “valid bid”. These sug- 
gested conditions may be summarised as 
follows: — 





18. The Accountant, Volume CXLI, No. 4433, 
December 5, 1959, page 622. 
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(i) The identity of the bidders and the 
number of shares held by them, directly or 
indirectly, at the time when the bid is made, 
must be disclosed. The terms of any collateral 
agreement to transfer the shares to a third 
party, if the bid is successful, must also be 
disclosed. 


(ii) Where the bid involves payment for the 
shares in cash there shall be deposited with the 
company a letter from an approved organisa- 
tion stating that the full cash amount required 
to implement the bid is available. 


(iii) Where securities are offered in payment 
for the shares the bid shall be accompanied 
by such. information about these securities as 
is considered necessary by the stock exchange 
on which those securities are dealt in. 


(iv) If the bid is for part only of the shares 
of a particular class, then, if acceptances are 
received for more shares than that in respect 
of which the bid was made, the number of 
shares acquired by the bidders from each of 
the shareholders should be reduced rateably 
according to the number of shares for which 
each shareholder accepted, and not on a “first 
come first served” basis. 


(v) Where the bidders make it a condition 
of the bid that a minimum volume of accept- 
ances must be received they shall undertake, 
as part of the offer, not to disclose the offer 
to have become unconditional unless they dis- 
close at the same time the number of shares 
for which the bid has been accepted. 


Take-over bids are normally sent to 
directors. In some cases, however, bid- 
ders have communicated direct with the 
shareholders. The Council recommends 
that where this is done it shall be the 
duty of the bidders to declare, as part 
of the offer, that the conditions for a 
“valid bid” have been satisfied, and that 
they shall notify the full terms of the 
bid to the directors of the company. 


Having set out the conditions for a 
“valid bid” the Council goes on to make 
recommendations concerning the func- 


tions of the directors. It suggests that 
it should be their duty to decide within 
seven days of receiving a bid whether 
the conditions for a valid bid have been 
satisfied. If so, they are immediately to 
give preliminary details of the bid to 
any stock exchange on which the shares 
of the company are quoted. As quickly 
as possible the following information 
should be sent to all shareholders:— 
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(i) Full details of the bid, together with a 
statement whether there has been any material 
change in the financial and trading position of 
the company since the last balance sheet and, 
if so, particulars of the change; 


(ii) Whether or not the directors recom- 
mend the acceptance of the bid, and their 
reasons therefor, or a statement that they offer 
no advice; 


(iii) A statement of the directors’ beneficial 
interest in the shares of the company and in 
shares of any company associated with the 
bidders and the basis on which compensation, 
if any, is to be paid to the directors for loss 
of office and any other inducement offered to 
the directors which is not available to share- 
holders generally. 


The Council suggests that  share- 
holders should be given at least fourteen 
days from the issue of the above infor- 
mation to decide whether to accept the 
bid. 

The recommendations of other bodies 
and persons are similar in essence to 
those of the Council of the English In- 
stitute. The Trades Union Congress 
would make it obligatory for all circulars 
relating to take-over bids to be filed with 
the Registrar of Companies, and for 
copies to be sent to all shareholders and 
to representatives of the employees. The 
Federation of British Industries draws 
attention to the practice of some direc- 
tors, when a take-over is in the offing, 
of giving themselves long-term contracts 
so that they can obtain a large compen- 
sation payment — usually at the ex- 
pense of the shareholders. 


There seem good grounds for hope 
that something in the nature of the sub- 
mission of the Council of the English 
Institute will be recommended by the 
Jenkins Committee and find a place in 
the next U.K. Companies Act’. 


Legislation of a similar kind is also 
badly needed in Australia. 





19. The Licensed Dealers (Conduct of Business) 
Rules, 1960 (S.I. 1960 No. 1216), made under 
the Prevention of Fraud (Investments) 
Act, 1958, contain requirements in relation 
to take-over bids on the lines recommended 
by the Council of the English Institute. 
These rules became effective on August 9, 
1960, i.e., after the publication of the 
Council's Memorandum. 


It will have been noted that the Coun- 
cil of the English Institute suggests that 
in the event of a take-over bid being 
made directors should disclose their bene- 
ficial interest in the shares of their com- 
pany. Section 195 of the 1948 Act al- 
ready requires a company to keep a 
register showing for each director any 
shares or debentures of the company 
(and of other companies in the same 
group) which he holds or of which he 
has any right to become the holder. The 
register may be inspected by shareholders 
but not by the public. The Coungl 
suggests that the scope of the register 
should be extended to include all “off- 
cers” of the company (in this instance 
including the auditor), that the register 
should be open to inspection by the 
public and that it should be made clear 
that the section applies to dealings in 
options. On the principle of shutting the 
stable door before the horse has bolted 
this would appear to be a good sugges- 
tion. 


NON-VOTING SHARES 


Another method by which the direc- 
tors, or a small group of shareholders, 
may retain control of a company is by 
the issue of shares with restricted or no 
voting rights. There have been many 
instances of this practice in the United 
Kingdom since World War II. Several 
authorities have deprecated this proce 
dure and suggested that it be made illegal. 
On the other hand one might argue that 
persons who acquire such shares may be 
presumed to acquire them with ful 
knowledge of what they are doing. The 
minimum legal requirement would there 
fore be to ensure that the limitation is 
made clear. The Council of the English 
Institute suggests that it should be obli- 
gatory to show the limitation on th 
share certificates, in the annual accounts 
and in any invitation to subscribe for 
such shares. 


The Councils of both the Scottish In 
stitute and the Association recommend 
that in future the issue of such sharts 
should be prohibited. 
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THE ULTRA VIRES DOCTRINE 


A company may engage only in those 
activities which are included in the ob- 
jects clause of its memorandum of asso- 
ciation. If a transaction is not covered 
by these objects it is beyond the powers 
of (ultra vires) the company and is wholly 
void*®. The result of this is that the 
objects clause is usually drawn so as to 
include every conceivable object which 
the company may ever have. The prac- 
tice of some Australian States of appen- 
ding to the Act a list of objects which 
shall apply to every company unless ex- 
pressly excluded or modified by its 
memorandum”! has not been adopted in 
the United Kingdom. 


This practice of a multiplicity of ob- 
jects has given rise to suggestions that 
the ultra vires doctrine is obsolescent 
and that limited companies should be 
granted the same powers as those of a 
natural person**. Whatever the merits 
of this there are at least two reforms 
which can usefully be made. 


It is no longer possible from inspection 
of a company’s memorandum to discover 
what are its main fields of activities. The 
first three or four sections of the objects 
clause will normally set out the main 
objects for which the company was 
originally incorporated, but a company 
which begins its life as a manufacturer 
of jam jars may quite often finish up as 





20. Ashbury Railway Carriage Co. v. Riche 


(1875) L.R. 7 H.L. 653. 


21. For example South Australian Companies 
Act, 1934-1960, Section 35 and Second 
Schedule; Victoria Companies Act, 1958, 
Section 15(3) and Third Schedule. 


. See, for example, L. C. B. Gower: The 
Principles of Modern Company Law, 2nd 
edition, 1957, page 93 (Sweet and Maxwell, 
London). Professor Gower is a member of 
the Company Law Committee. 
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an investment company. It is suggested 
that this is perfectly justifiable so long 
as the shareholders are kept fully in- 
formed as to the current fields of activity 
of the company. The Council of the 
English Institute has made a submission 
to the Company Law Committee along 
these lines. 


The directors of a company are often 
given the power to sell the undertaking 
and assets of the company. The evidence 
given to the Jenkins Committee by the 
professional accounting bodies suggests 
that it would be preferable that this 
power be limited to the shareholders. 


CONCLUSIONS 


This article has dealt with only a few 
of the problems on which evidence is 
currently being given to the Company 
Law Committee in the United Kingdom. 
All of the matters discussed are, or 
should be, also of interest to accountants 
in Australia. It ‘should be clear that 
company law amendment is a never-end- 
ing problem. Many of the aspects dis- 
cussed in this article could find them- 
selves under the general heading of the 
relationship between directors and share- 
holders. The remarks of Mr. Justice 
Wright in the Royal Mail Case** are 
worth remembering:— 


“ 


- one cannot help wondering 
whether those who manage big companies 
do not forget sometimes that the body 
of directors of a company are the agents 
and trustees of the shareholders 

They are not to regard shareholders as 
sheep, who may look up if they are not 
fed.” 





23. Rex v. Lord Kylsant & Another [1932] 1 


K.B. 442. 





Current Problems 
Discussed in Overseas Journals 


Notes prepared by the teaching staff of the Department 
of Accounting in the University of Melbourne. 


Auditing 

“Auditing Sales Finance Companies” 
is the title of an article in The Canadian 
Chartered Accountant, May, by G. F. 
Francolini, who analyses the special prob- 
lems connected with sales finance com- 
panies and discusses the areas in which 
there is need for other than normal audit 
procedures. 

In “Statistical Sampling Tables for 
Auditors” in The Journal of Accountancy, 
May, R. G. Brown suggests how statis- 
tical sampling tables may be used and 
then illustrates their application with a 
case study. He also answers some criti- 
cisms of statistical sampling methods. 

“Statistical Sampling in Auditing” is the 
title of an article in The Canadian Char- 
tered Accountant, June, in which the 
author, E. J. Newman, aims at giving 
a broad view of statistical sampling and 
draws attention to two of the better known 
sampling techniques which he thinks 
warrant study and application. He hopes 
that those who are casually aware of 
statistical sampling may be encouraged to 
consider possible applications to account- 
ing and auditing. 

In The Internal Auditor (Spring 1961) 
Marshall E. Milligan writes on the “Appli- 
cation of Statistical Sampling Techniques 
in Auditing.” He briefly explains in lay 
terms the concept of probability and 
shows its relevance to auditing problems. 

Floyd W. Windall considers “Standards 
of Reliability for Audit Evidence” in the 
New York CPA, June, applying three 
general and five special standards of reli- 
ability to nine recognised auditing tech- 
niques. 


Capital Management 


“Capital Budgeting” is the title of an 
article by N. H. Green in The Accountant, 
10, 17, 24 June, in which the author 
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notes that more and more businesses are 
controlling expenditure through budgets 
and that capital expenditure is often 
selected as one of the first areas to be 
controlled. Illustrations are given of a 
basis of classification of capital expendi- 
ture and of methods of estimating its 
profitability. He considers that many 
errors in estimates are made through lack 
of co-ordination between functional divi- 
sions. 


Costing 

J. R. Burchard takes “A Critical Look 
at the Marginal Graph Technique” in the 
N.A.A. Bulletin, May. He considers the 
applicability of this technique to manv- 
facturing concerns and compares it with 
the break-even chart technique. 


D. W. Neal, “Cost Control Charts — 
An Application of Statistical Techniques”, 
N.A.A. Bulletin, May, describes and 
illustrates a system by which variances 
and their causes can be determined 
directly and immediately. 


The N.A.A. Bulletin, June, publishes 
N.A.A. Accounting Practice Report No. 
12, entitled “Cost Control of Spoiled 
Work.” This report is a summary of 
current practice in relation to the control 
of spoiled work. 

In an article “Common Errors in Cost- 
ing,” The Controller, June, Thomas S. 
Dudick illustrates the importance of a 
soundly conceived basic cost system and 
of adherence to its principles. 


Credit Control 


“Creditors’ Collection Problems” is the 
title of an article in The Journal of Ac- 
countancy, June, by John W. Johnson, an 
executive vice-president of the American 
Collectors’ Association. He suggests some 
ways in which CPA’s can assist small 
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ANNOUNCING... 
NEW TERM ACTIVITIES 





Day Classes — Accountancy 

Students who are fortunate enough to be able to devote full time to their accountancy 
studies should arrange to enrol for the term beginning on 13 November next preparing for 
the May 1962 examinations. 

Those whose circumstances permit them to attend day classes generally complete the 
accountancy examinations in a relatively short time, sometimes within eighteen months. 


Evening Classes — Accountancy ; : ; 
These classes for part-time students will begin on November 13 next preparing students 
for the April-May 1962 accountancy examinations. 


The Institute of Sales Management : 
Enrolments for the evening classes are now being arranged for the May 1962 examinations 
as follows:— 
For Intermediate Commercial .Law on 15th November, 1961. 
For other Intermediate subjects on 19th January, 1962. 
For Final subjects on 19th January, 1962. 


Secretarial Classes 
Evening classes preparing for the June 1962 examinations of both Institutes of Secretaries 


commence in January, 1962. 


Institute of Cost Accountants 
Classes for the examinations of the Cost Institute will begin on Wednesday, 15 November, 
1961, for the examinations to be held in May, 1962, as follows:— 
Old Syllabus: Papers 3, 4 and 5 — 15 November, 1961. 
Papers 1 and 2—31 January, 1962. 
New Syllabus: Subject 1— 15 November, 1961. 
Subject 2— 31 January, 1962. 


Correspondence Instruction 

Those who desire to prepare for their accountancy examinations studying by correspond- 
ence in the quiet comfort and convenience of their own homes may enrol with the College at 
any time. 


Model Answers— 
Australian Society of Accountants 
Examination questions set by the Australian Society of Accountants and Answers thereto 
have been published for each examination session (May and October) as follows:— 
Since 1954 — 1. Stage 1, Accounts and Auditing 
= Company Law and Company Accounts 
3. Monetary Theory and Practice 
4. Income Tax Law and Practice 
5. Advanced Accounts — Part A 
6. Advanced Accounts — Part B 
. Commercial Law A and Commercial Law B 
. Auditing and Business Investigations 
Price 5/- for each me for each examination session, post free, except Income Tax which is 4/-. 


Australasian Institute of Cost Accountants 
Model Answers to Papers 1-5 (present syllabus) are available since May 1957 at 10/- for 
each set, post free. 


Full details of time tables, fees, and enrolment procedure gladly given upon request. 


NEW ADDRESS: 

To provide more convenient accommodation for our students the College has transferred 
to the First Floor, Corner of Elizabeth Street and Post Office Place (Little Bourke Street). 
Entrance is 342 Post Office Place. 


A. E. SPECK COMMERCIAL COLLEGE 


342 POST OFFICE PLACE, MELBOURNE, VICTORIA — New Phene: MU 7721 


Since 1956 — 
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PROFIT FOR 
PAPER BUYER 


with improved service and bigger 
savings on all “Burnie” and 
“Ballarat” papers 





Goodbye idle paper stocks in your stor 
room. Now you can order “Burnie” and 
“Ballarat” papers in a wide range of sizes 
when you want them and get them 
quickly! 
“<a Better service 
oe , Our new distribution system ensures better 
iceman Bish a service than you've ever experienced before 
As RRR sas 
i Now, our distributors carry far greater 
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a Better service from distributor to you 


pH 


wit 7 includes lower prices than before. 


Special sizes 
You get faster deliveries on favourable 


terms for papers in special sizes, because 
of our increased handling capacity. 


Made in Australia by 


ASSOCIATED PULP AND PAPER MILLS LIMITED 
BALLARAT PAPER MILLS PROPRIETARY LIMITED 
Offices at Melbourne, Sydney, Brisbane, Adelaide 
Perth. Mills at Burnie, Tasmania, and Ballarat 
Victoria. 
“Burnie” and “Ballarat” products are distributed 
by wholesale paper merchants throughoul 
Australia. 
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clients to minimise losses through bad 
debts. He emphasises the importance of 
prompt action on overdue accounts and 
the usefulness of age analysis of “receiv- 
ables.” He includes a suggested billing 
and collection schedule, some basic rules 
for preparing collection letters, and advice 
on how to conduct telephone and personal 
interviews with delinquent debtors. 


Decimal Currency 


The Accountant, 3 June has an article 
“Decimalization in South Africa” by C. 
C. Lundy in which the results of the 
recent conversion of the currency are 
noted. Some of the problems, such as 
shortage of coin and the hoarding of 
money to make a profit on the exchange 
difference between the currencies are indi- 
cated and suggestions are made for their 
solutions. The author points out that 
there was much petty profiteering by the 
adding of odd cents or half cents to 
articles on the conversion of prices. In 
the same journal on 24 June another view 
on decimalization is given by an engineer, 
Colonel P. R. MacIver — “Look Before 


you Leap.” His view is that there are 


better systems than that based on 
decimals. The best system depends on the 
base selected and he demonstrates his 
method of selection. 


Direct Costing 

In “Direct Costs and P/V Ratios”, 
Cost and Management, May, C. J. 
Minnich presents illustrations of the illo- 
gical results that may follow the use of 
conventional full cost statements and the 
possible avoidance of these results by the 
use of direct cost statements. He then 
provides examples of the use of the profit- 
volume chart in “selective selling”, that 
is, the manipulation of product mix, 
pricing below full cost, and establishment 
of discount policies. 


In “Direct Costing: An Aid to Mana- 
gement Control”, in The Canadian Char- 
tered Accountant, May, G. H. Cowper- 
thwaite discusses the nature of direct 
costing and its advantages and disadvan- 
tages. He suggests that direct costing can 
be considered as an additional tool avail- 
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able to management to be selected for 
use when its special features justify the 
effort. 


In The Canadian Chartered Account- 
ant, June, M. A. Mackenzie discusses 
“Direct Costing: Its Significance for 
Financial Reporting.” He studies the 
arguments for and against using direct 
costing methods for financial statement 
purposes as well as in periodic statements 
prepared for management and _ share- 
holders. 


Education 


An editorial entitled “The Objectives 
of Accounting Education,” in The Journal 
of Accountancy, June, suggests that, in 
broadest terms, there can be only two 
objectives of the educational processes: 
to educate students either to be account- 
ants or to become accountants. The im- 
portance of the latter is stressed and 
mention is made of changes in curricula 
in business schools designed to produce 
men capable of benefiting from experi- 
ence and keeping up with new develop- 
ments in their profession. 


The Canadian Chartered Accountant, 
May, included a summary of the 1960 
report prepared by the sub-committee on 
long-range education planning of the 
Provincial Institutes of Chartered Ac- 
countants in Canada. An editorial also 
considers some aspects of the recommen- 
dations of the sub-committee. Among 
other things there is a general recommen- 
dation that beginning in 1970 only those 
applicants with a bachelor degree from 
a recognised Canadian university, or its 
equivalent, will be accepted as “students- 
in-accounts”. 


Electronic Data Processing 


In an article entitled “Bank Automa- 
tion—A Review,” in The Canadian Char- 
tered Accountant, June, G. H. Cowperth- 
waite describes the high-speed equipment 
which is now available for the processing 
of cheques and which will be used more 
extensively in the next few years. He 
suggests that this may well become one 
of the widest applications of electronics to 
business practice. 
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An erudite article entitled “Effects of 
E.D.P. on Internal Control,” by Felix F. 
Kaufman, appears in The Journal of Ac- 
countancy, June, and deals with the prob- 
lem of maintaining internal control when 
an electronic data processing system is 
used. (The diagrams and technical terms 
used also indicate how difficult it is for the 
average person to keep abreast of deve- 
lopments in this field.) 


Internal Auditing 

According to C. Fairbrother, “Some 
Experiences in the Field of Operational 
Audit,” The Internal Auditor, Summer 
issue, one of the major objectives of 
internal audit is to verify that manage- 
ment is provided with information that is 
both accurate and adequate for the pur- 
pose for which it is to be used. He de- 
scribes operational auditing as an attitude 
of mind and a natural follow through of 
effective audit check and review designed 
to play its part in profit making; he 
emphasises the point that the internal 
auditor should always think about the 
over-all management view. By way of 


illustration he gives a number of examples 
of contributions to profit making which 
arose from internal audit work. 


Inventory Control 

The importance of good inventory man- 
agement to profitability and the mainten- 
ance of a satisfactory financial position, 
and the control of inventories by applica- 
tion of statistical methods, are outlined by 
A. S. Carrington, in an article entitled 
“Inventory Control and Management,” in 
The Accountants’ Journal (N.Z.), June. 

In “Inventory Control from a Prospec- 
tive Purchaser’s Viewpoint,” WN.A.A. 
Bulletin, June, F. C. Gosewisch high- 
lights the matters that would interest a 
prospective buyer of a company in relation 
to its inventory. He also shows that the 
adoption of this approach is useful in 
evaluating the effectiveness of inventory 
control on occasions other than the pur- 
chase of a company. 


Management Audits 
An editorial entitled “Measuring 
Management Efficiency” in The Journal 
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of Accountancy, March, discusses the 
question of management responsibility in 
large public companies, and in particular 
the suggestions often made that there 
might be management audits. It is 
pointed out that the development of such 
audits depends in turn on the develop- 
ment of objective standards in areas be- 
yond those subject to present audits. It 
is suggested that as a long-range goal 
some endeavour should be made to ex- 
plore the possibilities, here as elsewhere, 
where there are added opportunities for 
service by accountants to the economy. 


Public Accounting 


In the section of the New York Certi- 
fied Public Accountant devoted to “Ad- 
ministration of a CPA Practice”, con- 
ducted by Herbert G. Whiting, the May 
issue contains some brief notes relating to 
the merger of public accounting practices. 
The headings under which the points are 
listed are factors that make merging de- 
sirable, problems connected with a mer- 
ger, factors to look for when considering a 
merger and the question of when a man 
is in a position that he needs to merge. 
The same section also contains a dis- 
cussion of billing practices of public ac- 
counting firms. 


Return on Investment 

Since the cash flow is indicative of the 
profit realized, its control can be de- 
veloped into an additional instrument of 
return-on-investment measurement and 
control as described by L. W. Smith, 
“Cash Management for Control of In- 
vestment” in N.A.A. Bulletin, May. 


Staff Recruiting 

In “Recruiting for Small Firms”, in 
The Journal of Accountancy, May, K. W. 
Perry and W. B. Cutting make sugges- 
tions about how small firms might attract 
graduates. They discuss subjects such as 
interviewing techniques, what staff mem- 
bers should be offered in the way of 
possibilities of professional growth and 
economic security, and public relations 
programmes for small firms. 


The Australian Accountant, October, 1961 





Recent Legal Decisions 


Contract Not Frustrated 


Although it is now more than 
four years since the closure, and 
subsequent reopening of the Suez 
Canal, the litigation to which the 
closure gave rise is not yet com- 
pleted. The most recent decision 
to be reported on this matter is the 
decision of the House of Lords in 
Tsakiroglou & Co. Ltd. v. Noblee 
Thorl G.m.b.H. [/96]] 2 W.L.R. 
633. 


In that case the appellants agreed to 
sell to the respondents a quantity of 
Sudan groundnuts at £50 per ton c.ilf. 
Hamburg. The goods had to be shipped 
from Port Sudan, and the usual route 
at the date of the contract was via the 
Suez Canal. Shipment was to be made 
during November/December 1956, but 
the Canal was closed to traffic on 2 
November, 1956, and was not reopened 
until April, 1957. The closure meant 
that in order to perform the contract the 
sellers would have had to ship the goods 
via the Cape of Good Hope, and this 
they declined to do, no doubt because 
the freight charge via the Cape was 
approximately double that of the freight 
charge via Suez. And when sued by the 
buyers for breach of contract the sellers 
claimed that the contract had been frus- 
trated by the closure of the Canal, and 
therefore discharged, and that as a result 
they were released from all obligations. 


The sellers claimed that it was an 
implied term of the contract that ship- 
ment should be via Suez, but it was 
held that this was not so: that the 
question of the route to be taken had to 
be determined by the ordinary rules of 
law. The ordinary rule in a case such 
as this is that the shipper must ship by 
the usual and customary route. In that 
event, the sellers then said, the usual and 
customary route means the usual and 
customary route at the date of the con- 
tract. The buyers, on the other hand, 
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maintained that the usual and customary 
route means the usual and customary 
route at the time the contract is to be 
performed. 


If the sellers’ view was right it would 
follow that if any new route made 
necessary by the closing of the old one 
was at all different from the old one then, 
and no matter how slight the effect of 
the change might be on the parties, the 
contract would be at an end. On the 
other hand, if the buyers’ contention was 
the correct one — if, that is, the route 
has to be ascertained by reference to the 
time of performance of the contract 
the question whether the sellers were 
still bound to ship by the new route 
depended on the circumstances as they 
affected both parties; whether those cir- 
cumstances were such as to justify a 
finding that the contract was frustrated. 


The buyers’ view appealed to the 
House of Lords as the more reasonable 
one, and it was then a question of con- 
sidering the position after the closure of 
the Canal in order to determine whether 
the rights and obligations of the parties 
after the closure were so different from 
what their rights and obligations would 
have been had the Canal not been closed 
as to justify the conclusion that the 
changed circumstances called for a find- 
ing of frustration. The only difference to 
the sellers was that instead of paying 
£7/10/0 per ton freight via Suez, they 
would have had to pay £15 per ton to 
ship via the Cape. That was no more 
than a normal commercial risk. As far 
as the buyers were concerned there was 
no real difference. The voyage round 
the Cape would have taken about three 
weeks longer, but it would not have 
caused any damage to, resulted in any 
deterioration of, the goods, and any de- 
lay in delivery could hardly prejudice 
them as the contract called for shipment 
some time within a two-month period. 
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The route via the Cape was quite prac- 
ticable; the buyers could not object to 
it, and the sellers’ only objection could 
be on the ground of additional expense. 
And as mere hardship to one party is 
not enough to entitle him to invoke the 
doctrine of frustration, it could not be 
said that the closure of the Canal dis- 
charged the contract by frustration. 
Therefore the sellers’ defence failed. 


Payment of Costs by Petitioning Creditor 


Two recent English cases — In re 
Hayter & Sons (Porchester) Ltd. 
[1961] 1 W.L.R. 1008, and In re 
Sklan Ltd. [1961] 1 W.L.R. 1013 
— both decided by Pennycuick, J. 
— deal with the question whether 
and in what circumstances a creditor 
who unsuccessfully petitions for the 
compulsory winding up of a com- 
panvy is liable to pay the costs of the 
company and other creditors who 
had opposed the petition. 


The company in the first case was in 
the hands of a receiver. At an informal 
meeting of creditors the receiver informed 
those present that negotiations for the 
sale of the company’s undertaking were 
nearing completion, and that on comple- 
tion of the sale he would summon a meet- 
ing of creditors with a view to putting the 
company into voluntary liquidation, to be 
conducted as a creditors’ voluntary wind- 
ing up. This meeting was attended by a 
representative of a judgment creditor, 
and that creditor, notwithstanding the in- 
formation given by the receiver at the 
meeting, presented a petition about six 
weeks later for the compulsory liquidation 
of the company. The petitioning creditor’s 
debt was just on £1,000, which was a 
trifling amount when viewed in relation 
to the company’s total indebtedness to 
unsecured creditors of about £218,000. 
No other creditor supported the petition, 
which was opposed by a majority of the 
company’s creditors, and in those circum- 
stances the petitioner consented to the 
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dismissal of his petition. At the same 
time, although he had failed, he con- 
tended that he should not be ordered to 
pay the costs of the other parties to the 
proceedings. 


This contention was unsuccessful. After 
pointing out that the general rule is that 
a petitioning creditor in such circum- 
stances is liable to pay the costs, the judge 
referred to the qualification introduced by 
In re Sharman Ltd. [1957] 1 W.L.R. 774, 
the effect of which is that where a petition- 
ing creditor has acted reasonably in pre 
senting and prosecuting his petition, and 
the petition is subsequently dismissed, he 
will not normally be ordered to pay the 
successful party’s costs. But this relaxa- 
tion only applies where the conduct of 
the petitioner in presenting and proceed- 
ing with his petition is reasonable; on the 
facts here, the petitioner had acted un- 
reasonably, and so was ordered to pay the 
costs of the company and of the creditors 
who had successfully opposed the peti- 
tion. 


The petitioning creditor in the second 


case was more fortunate (and more 
reasonable). It was owed the sum of 
£500, and the amount and existence of 
the debt were undisputed. On 6 March 
this creditor presented a petition for the 
compulsory winding up of the debtor 
company. At the hearing, creditors whose 
debts amounted to over £45,000 sup- 
ported an application for an adjournment, 
although most of those creditors sub- 
sequently opposed the petition. There 
were two further adjournments, and 
eventually the petitioner consented to the 
dismissal of the petition on receiving an 
undertaking that the company would be 
put into voluntary liquidation. In those 
circumstances the court considered that 
since the petitioner’s debt had never been 
disputed, the petitioner would have been 
entitled to a winding up order if the other 
creditors had not intervened, and there- 
fore had acted quite reasonably in pre- 
senting the petition. In those circum- 
stances the petitioner, therefore, was not 
ordered to pay the costs of the successful 
parties. 
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Taking Examinations 
By K. C. McKENNA, B.Com.(Hons.), B.Ed.(Hons.), A.A.S.A. 


REPARING for an examination is 

largely a matter of review of main 
ideas and concepts, and important details 
underlined in the text books. It should 
be a review and not an attempt to learn 
what you should have learned previously. 
You should not be still reading material 
for the first time and making notes on it. 
It may even be advisable to make a sum- 
mary of a summary and thereby extract 
the essence of your more detailed sum- 
mary. 

Your review should emphasise recita- 
tion, i.e., the recalling of the main ideas 
of a chapter without referring to notes. 
Then check your recollection against your 
notes. Do the same thing again under 
each main heading of the chapter; try to 
recall the points under the heading, then 
check. Only refer to the text-books if 
understanding is not clear. 


In the Examination Room 


Have a plan of attack, and answer the 
easy questions first. In essay type exam- 
inations it is important to plan and 
allocate your time. There is a real danger 
of spending too much time on some 
questions and then neglecting others be- 
cause of lack of time. 

You must budget your time and give 
each question its proportionate share. If 
the examination offers you alternatives, 
permitting the answering of some ques- 
tions and the omission of others make a 
tentative decision at the outset. Choose 
and mark the questions about which you 
are sure you can write. If in doubt about 
any let them go until you can think further 
about them and so come to a decision. 

Essay questions have key words, which 
are really instructions for writing on the 
question. Examples of these key words 
are “list”, “compare”, “outline”, “illus- 
trate”, “explain”. Each means something 
different from the others and the examiner 
chooses the one used for a good reason. 
Students frequently “write around” a 
subject and tell what they know about 
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STUDENTS’ SECTION 


% 


There is one main rule to be observed 
in taking examinations, it is “Be Pre- 
pared”, i.e. prepared for the kind and 
scope of examination and for all the 
questions you may be asked, not just 
some of them. It means having a 
thorough knowledge of your subject, 
not a hazy acquaintance with it, and 
having your knowledge so well organ- 
ised that you can tap it efficiently at 
any given time. 


* as 








it whether they are asked to or not. They 
do this especially if they aren’t prepared 
to do exactly what the key word asks for. 
This is a waste of time, for the examiner 
usually rejects what he doesn’t ask for, 
and considers the examinee to be evading 
the question that was put to him. 


Note then the key word. If it is “list” 
don’t discuss or illustrate except to the 
extent of adding pertinent information to 
your list. If it says “illustrate”, don’t 
discuss or compare; and so on. 


The following are important terms 
frequently used. Note their meanings in 
relation to examination questions. 


Compare: Look for qualities or character- 
istics that resemble each other. Empha- 
sise similarities among them, but in 
some cases mention differences. 

Contrast: Stress dissimilarities, differ- 
ences of things, qualities, events or 
problems. 

Criticise: Express judgment about the 
merit or truth of the factors or views 
mentioned. Give the results of your 
analysis of these factors, discussing 
their limitations and good points. 

Define: Give concise, clear and authori- 
tative meanings. Don’t give details but 
give the limits of the definition. Show 
that what you are defining differs from 
things in other classes. 
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Describe: Recount, characterise, sketch 
or relate in sequence or story form. 
Discuss: Examine, analyse carefully and 
give reasons for and against. Be com- 

plete and give details. 

Enumerate: Write in list or outline form, 
giving points concisely one by one. 
Evaluate: Carefully appraise the problem, 
citing both advantages and limitations. 
Emphasise the appraisal of authorities 
and, to a lesser degree, your personal 

evaluation. 

Explain: Clarify, interpret, and spell out 
the material you present. Give reasons 
for differences of opinion or of results, 
and try to analyse causes. 

Illustrate: Use a figure, picture, diagram 
or concrete example to explain or 
clarify a problem. 

Justify: Prove or give reasons for 
decisions or conclusions, taking pains 
to be convincing. 

List: As in “enumerate”, write an item- 
ised series of concise statements. 

Outline: Organise a description under 
main points and subordinate points, 
omitting minor details and stressing 
the arrangement or classification of 
things. 

Prove: Establish that something is true 
by citing factual evidence or giving 
clear logical reasons. 

Relate: Show how things are related to, 
or connected with, each other or how 
one causes another, correlates with 
another, or is like another. 

Review: Examine a subject critically, 
analysing and commenting on the im- 
portant statements to be made about 
it. 

State: Present the main points in brief, 
clear sequence, usually omitting details, 
illustrations or examples. 


Summarise: Give the main points or facts 
in condensed form, like the summary 
of a chapter, omitting details and 


illustrations. 


Trace: In narrative form describe pro- 
gress, development, or historical events 


from some point of origin. 
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Outlining 

When you’re sure you understand what 
is called for in a question it is best to out- 
line in your mind the main points to be 
used in answering the question. 

Jot this outline down by putting key- 
words in the upper right-hand part of 
page or on a separate sheet of paper. Use 
this outline as a guide in writing your 
answer, when you’re through with it cross 
it out. If you don’t outline you’re likely 
to get off the track somewhere, and you 
may, if rushed, forget one or two of the 
important points. 

By making an outline you can write 
a much more coherent, succinct and com- 
plete answer. It is a sound idea, too, to 
write your answer using an outline frame- 
work. The outline shouid not be too 
skimpy or consist of incomplete sentences 
or your answer may not be made clear. 

Part of the purpose of an essay question 
is to test your ability to organise and this 
is one way of showing clearly what your 
organisation is. You are much more 
likely to get credit for your knowledge 
if you express it in a well-organised out- 
line form than if you just ramble along. 


Being Explicit 

Express every point you make as pre- 
cisely as you can the first time you 
mention it, but then give an illustration 
or an important relevant detail to prove 
your point. You then convince the 
examiner, whereas otherwise you won't 
be credited for something you really 
know. This elaboration of a point is not 
the same thing as “padding”, bringing in 
extraneous points, or saying the same 
thing in slightly different ways just to 
bulk otherwise slim answers. ~ 


Writing Mechanics 

It is necessary to observe the element- 
ary rules of good English. Poor grammar 
implies disorganised, confused thinking 
and inadequate command of the subject 
matter. Poor spelling, especially of im- 
portant words, reflects not only careless 
reading and study but inadequate know- 
ledge and understanding of the material. 
Illegible handwriting will generally lead 
to loss of marks. 
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@ One sheet of Dalcopy paper for positive and 
negative. 


@ Negative produces unlimited positives. 
@ Negatives are readable and permanent. 


@ Copies single or double sided transparent, trans- 
lucent or opaque originals. 


@ Copies everything, ballpoint, pencil, etc., regardless intercop BC3 Combined Flat Bed Printer 
of colour. and Developing Unit 
@ Has wide exposure tolerance — reducing waste. With automatic timing and having 


® Gives high contrast BLACK on WHITE. capacity for sheets 19 x 13°, this me- 
chine is especially suitable for direct 


copying from books or magazines. 


With Enthusiastic users call these readable negatives “readable blacks”, 

a name which is going to be a household word in document re- 

Daicopy production. This “readable black” allows enormous savings, since, 

Paper on an average, one sided letters makeup about 80 per cent. of 
your correspondence. 


you Dalcopy is the only system known by which you can make a true 
can photocopy from a one-sided original (as are most letters) using but 

one sheet of paper. This saves you 50 per cent. on material, time 
fe Ke) and labour. 


anything 
Ring now for an obligation free demonstration 
in your office — using your documents .. . 


OZAPAPER LIMITED 


NATIONAL LEADERS IN THE REPRODUCTION INDUSTRY 


EDWARD & MOLLER STREETS, 375 LONSDALE STREET, 89 RAILWAY PARADE, 233 WAYMOUTH STREET, 
EAST OAKLEIGH, MELBOURNE, C.1., MARRICKVILLE, ADELAIDE, 
VICTORIA VICTORIA ° A. 

569-0554 67-5744, 67-5745 LA 6178-9, LA 4848 LA 6209, LA 2251 


Agents at — BRISBANE — PERTH — HOBART — LAUNCESTON — DEVONPORT — NEWCASTLE 


The Australian Accountant, October, 1961 








The most valued partners in any business 
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eTy 


Machines 


To 


SOLE AUSTRALIAN AGENTS 

MELBOURNE: 330 William Street, 344681. SYDNEY: 350 Kent Street, 296537. BRISBANE: 420 George Street, Bast. 
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Advanced to Associate: aw T. H. W. 
wavenced ~s Fellow: Doggett, A. W.; Hann, 
; Shaw, M. 
he =. Register: 


Deceased :— 
Stevenson, W. J.; Wright, S. A. G. 
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SOUTH AUSTRALIA 


Provisional Associate: Needs, J. F. 

Associates: Anderson, B. S.; Arnold, R. J.; 
Bartlett, B. W.; Doyle, P. W.; "Holmes, G. M.; 
Murphy, R. J.; Needs, J. F.; Perryman, a. Cs 
Quinn, M. T.; Reimann, D. L.; Risby, J. Y.; 
Sergeant, J. C; Siebert, E. E.; Szalay, a 

Advanced to Fellow: McAvaney, ‘Bad 
Sulan, C 

Removed from Register: 
don, L. E. G. N.; Impett, 
R. W.; Springall, G. J. 


Deceased:— Gor- 
C. H.; Roberts, 


TASMANIA 


Provisional Associates: Domeney, W. M.; 
Edwards, N. J.; Sattler, G. D. 

Associates: Cooper, D. A.; Denholm, A. C.; 
Gardiner, J. W.; Hawkes, R. T.; Ryan, J. T:: 
Stanford, D. R. 

Removed from Register: Deceased:— Buck, 
W.; Domeney, E. T.; James, C. E. W. (Sir). 


OVERSEAS 


Provisional Associates: Singh, A.; Sreed- 
haran, 

Associates: Constable, R. J.; Lim, S. G.; 
Tan, N. K.; Teo, E. G.; Wotton, R. J.; Yeo 
a ® 

Fellow: Roberts, K. 

Advanced to Associate: Chan, S. C. E. 

Advanced to Fellow: Tang, P. Y. 

Removed from Register: Resigned:— 
McCulloch, W. D.; Polan, B.; Ritter, K.; 
Wiggins, D. A. L. ‘And:— Ballintine, R. C.; 
Carmichael, B. R.; Cock, D.; Dall, M.; Hall, 
ce Ve Heath, B. V.; Hodadon, H.; Knight, 
G. S.; Lotze, R. J.; Parkes, p Stefanskyj, Z. 





Australasian Institute of 
Cost Accountants 


VICTORIA 


Provisional Associate: Singh, G. B. 
Associates: Bliss, K. G.; Chapman, M. G.; 
Longmuir, N. R.; Ross, B. L.; Watt, N. C. 


NEW SOUTH WALES 


Provisional Associates: Bates, K.; Bowmer, 
R. V.; Dudley, A. C.; Hall, R. F.; Hampson, 


K. J.; Leet, E. J. 
Associates: Ball, R. G.; Burns, R. J. E.; 


Craven, H. G.; Fontana, G. B.; McGrath, 
A. Ji; Partington, c.. Bs Roxby, D. I: 


Williams, D. T. 
sees from Register: Deceased:— Cor- 
QUEENSLAND 


Associates: Curtis, F. W.; Hurwood, J. 
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News and Notes 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


NEW SOUTH WALES 


Members’ Luncheon 

At the luncheon held at the Trocadero on 
23 August, 268 members and friends were 
present to hear an address entitled “Secondary 
Education Following the Wyndham Report”, 
by Mr. B. H. Travers, O.B.E., M.A., B.Litt., 
Headmaster of Sydney Church of England 
Grammar School. Mr. Travers discussed the 
impending changes in the New South Wales 
educational system for secondary schools 
brought about by the Wyndham Report. Mr. 
G. H. Peterson, acting State president, was 
chairman of the luncheon and the vote of 
thanks to the speaker was moved by Mr. T. R. 
Russell, F.A.S.A. 


Sectional Activities 


Arrangements have been made for the for- 
mation of two activity groups to aid members 
engaged or interested in the fields of public 
accounting and internal auditing. Members 
engaged in these occupations who are interested 
in furthering their practical knowledge by 
joining in the activities of such a group are 
asked to advise the Assistant State Registrar. 


NEWCASTLE BRANCH 


On 14 August, members of the Newcastle 
Branch were addressed by Mr. J. G. Menzies, 
B.Ec., F.A.S.A., on the subject, “The Reserve 
Bank of Australia”. The meeting was chaired 
by Mr. K. M. Clark, A.A.S.A., chairman of 
the Branch, and it attracted an attendance of 
55. Following the address, Mr. Menzies an- 
swered a number of questions raised by mem- 
bers of the audience. A vote of thanks to the 
lecturer was moved by Mr. H. H. Walls. 
A.A\S.A. 


NORTHERN RIVERS DISTRICT GROUP 


An address on the subject of “Depreciation 
and the Income Tax Act”, was delivered by 
Mr. J. Dunphy, an officer of the Department 
of Taxation, on 7 August, when 36 members 
and students were present. The chair was 
occupied by the District Group chairman, Mr. 
L. G. Crandon, A.A.S.A. 


COOMA DISTRICT GROUP 


Fifty-five members attended a meeting of 
the Cooma District Group in the Monaro 
Hostel Lounge, Cooma North on 31 May. 
The chairman of the group, Mr. A. W. Rack- 
ham, F.A.S.A., occupied the chair and intro- 
duced the guest speaker, Mr. N. M. Worner, 
B.C.E., A.M.IE. (Aust.), A.M.I.M., (Aust.), 
who spoke on his visit to South Africa with 
special reference to current engineering pro- 
jects in that area. A vote of thanks to the 
speaker was moved by Mr. K. Ernst, A.A.S.A. 
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PERSONAL 


Messrs. T. A. Billerwell & Co. have ad- 
mitted Mr. B. C. Smith as a partner. The 
firm will continue to practice in the same 
name and at the same address. 

Mr. A. H. Small, A.A.S.A., has been ap- 
pointed Commissioner of The Maritime Ser- 
vices Board of New South Wales. 

The Hon. Mr. Justice A. B. K. I. Bridge, 
A.A.S.A., has recently been appointed resident 
judge of the Northern Territory Supreme 
Court. He is a member of the Parliamentary 
and Laws Committee of the Society. 

Mr. R. R. Farrell, F.A.S.A., at present 
treasurer of the Sydney County Council, has 
been eppointed commercial manager of the 
Council. 

Mr. Peter H. Jaunkalvis, B.Ec., A.A.S.A,, 
has been transferred from the Adelaide Branch 
of Burroughs Limited to the company’s head 
office at North Sydney. Mr. Jaunkalyis’ new 
appointment is that of product promotion re- 
presentative. 

Mr. K. J. Graham, A.A.S.A., has entered 
into partnership with Mr. J. H. Cherry and 
will practise under the name of Graham, 
Cherry & Co., 89 Market Street, Mudgee, 
N.S.W. 

Mr. W. J. Gregory, A.A.S.A., head office 
accountant for The Commonwealth Industrial 
Gases Ltd., left Sydney early in September 
on a three months’ visit to the United King- 
dom and South Africa. He will spend some 
time with the British Oxygen Co. Ltd., London, 
investigating the latest accounting procedures 
and discussing general accounting problems. 


VICTORIA 


Export Incentives 

Divisional Council is bringing to Melbourne, 
Mr. C. R. Fieldhouse, LL.B., a director of 
Victa Ltd., Sydney, to deliver a lecture on 
“Taxation Aspects of Export Incentives”. The 
lecture will be delivered at 6.15 p.m. on 
Thursday, October 28, at Nicholas Hall, 148 
Lonsdale Street, Melbourne, and members and 
their friends are invited to attend. The Division 
has in mind the importance to Australia of 
development of export markets and it is hoped 
that every member, will take this opportunity 
to attend a lecture which can help to make 
him more conversant with this topic. 


Organisation and Office Systems Group 


This group comprises members of the 
Society interested in improving the standard 
and reducing the cost of recording business 
transactions. Discussions at the forum-style 
meetings are led by visiting speakers or mem- 
bers of the group. During the past year some 
of the topics dealt with were: “Design of 
Business Forms”, “Charting Office Procedures 
and “Methods of Writing Cheques”. The group 
also investigated some of the many types of 
machines commonly used in offices. The group 
meets in the Society’s board room, 37 Queen 
Street, Melbourne, at 5.30 p.m. on the third 
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Wednesday in each month. Prospective mem- 
bers are welcome and all that is required is a 
note to the State Registrar, asking to be placed 
on the group’s mailing list. 


Participation in Branch Activities 


The Victorian Division of the Society has 
branches in Ballarat, Bendigo, Geelong and the 
Latrobe Valley, each branch providing the 
opportunity for members in its respective area 
to participate in that branch’s activities. How- 
ever, membership of any particular branch is 
open to members outside the branch’s geo- 
graphical area. Any member able to attend 
meetings of a particular branch is invited to 
write to the secretary of that branch to have 
his name placed on the branch’s mailing list so 
that he will receive notice of the branch’s 
activities. 

The branch secretaries and their addresses 
are as follow: 

BALLARAT BRANCH: Mr. I. Mclvor, 
O.B.E., A.A.S.A., 4 Lydiard Street South, 
Ballarat. 

BENDIGO BRANCH: Mr. R. F. Every, 
F.A.S.A., 47 Bull Street, Bendigo. 

GEELONG BRANCH: Mr. A. J. Wood, 
F.A.S.A., 69 Gheringhap Street, Geelong. 

LATROBE VALLEY BRANCH: Mr. D. J. 
Grigg, A.A.S.A., 76-84 Hotham Street, 
Traralgon. 


SOUTH AUSTRALIA 
Monthly Luncheon 

The August luncheon was held at the South 
Australian Railways refreshment rooms on 28 
August, when the guest speaker was Mr. E. E. 
Chittenden, F.B.I.A., the Adelaide manager of 
the Reserve Bank of Australia who spoke on 
“The Functions of the Reserve Bank”. Over 
120 members of the Division attended the 
luncheon. 

Branch Activities 

The August meeting of the Upper Murray 
Branch was attended by the State president. 
Mr. D. P. Williams, the State president of 
The Australasian Institute of Cost Accoun- 
tants, Mr. F. R. Harris, and the vice-president 
of the Institute, Mr. Alex. Moffatt. Mr. 
Williams addressed local members and stressed 
the need for post-graduate studies, particularly 
in electronics. The guest speaker was Mr. 
J. F. Dunkley of Messrs. Robson, Morrow, 
Nixon & Co., Adelaide, who spoke on “Work 
Study”. 

Group Activities 

_Members of the Practising Accountants’ 
Group met on 31 August, and were addressed 
by Mr. P. B. Wells, a member of the firm of 
Messrs. Steele & Calder & Co., on “Depre- 
ciation”, 

The monthly meeting of the Retail Traders’ 
Group was held on 4 September and among 
the topics discussed were “Reconciling and 
Paying Accounts” (introduced by Mr. R. 
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O’Brien), and “Sales Tax Records” (introduced 
by Mr. R Chapman). 

Mr. M. L. Skinner, accountant of C.LG. 
(S.A.) Ltd., spoke to members of the Mechani- 
sation and Systems Group at the meeting held 
on 12 September on “Economies on Costs in 
Cash Receipting”. Members also discussed the 
machines displayed during the recent visit to 
the National Cash Register Co. Ltd. 

All the above groups welcome new mem- 
bers, and any member of the Division who 
wishes to receive notices of group meetings is 
asked to contact the State Registrar’s office. 

Plans are in hand for the establishment of 
an Internal Auditing Group, and an announce- 
ment will be made shortly regarding the in- 
augural meeting. 


PERSONAL 


Mr. C. A. Pounsett, A.A.S.A., has been 
appointed chairman of the Public Service 
Board of South Australia. 

Mr. G. C. Bruff, A.A.S.A., has been ap- 
pointed secretary of the Children’s Welfare 
Department. He takes the place of Mr. G. J. 
Cook, F.A.S.A., who was recently appointed 
chairman. 

Mr. G. R. Kerr, A.A.S.A., has been elected 
vice-chairman of the Marine Underwriters’ As- 
sociation of S.A. Ltd. 


QUEENSLAND 
Personal 


Mr. J. J. Hogg has joined the firm of 
Messrs. Kennedy, Bowly & Manson, public ac- 
countants, whose office is now located at 503 
Queen Street, (Petrie Bight) Brisbane. Mr. 
Hogg has been in practice on his own account 
in Brisbane for a number of years. The partner- 
ship will continue in the name of Kennedy, 
Bowly & Manson. The phone number remains 
the same 31-1681, and the G.P.O. box number 
is 457F. 


WESTERN AUSTRALIA 


Presentation Ceremony 

At a well-attended function, organised in 
conjunction with The Australasian Institute of 
Cost Accountants, and held on 12 September, 
70 members were officially presented with cer- 
tificates on attaining membership or being 
advanced in status. 

The certificates were presented by the State 
president, Mr. L. Beasley, F.A.S.A., and he 
also presented honour certificates to Western 
Australian candidates who had attained the 
highest marks in the State in various examina- 
tion subjects. 

The State president of the Cost Institute, 
Mr. F. H. Felton, A.A.S.A., A.C.A.A., pre- 
sented certificates to members of the Institute. 
He also had the honour of presenting specially 
printed Records of Appreciation to Messrs. 
W. H. Duirs, F.A.S.A., F.C.A.A., and A. J. 
McLaren, F.C.A.A. (both past-presidents of the 
Institute) in recognition of their outstanding 
service to the Institute. 
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Following the presentations, two films, “The 
Narrows Bridge” and “Your Community and 
You”, were shown by courtesy of the Western 
Australian Visual Education Department. The 
first dealt with the construction of the Narrows 
Bridge and the second showed the services 
rendered by local government in Western 
Australia. A buffet supper was enjoyed after 
the film show. 

PERSONAL 

Mr. W. R. G. Mitchell, A.A.S.A., has been 
elected vice-chairman of the Fire and Accident 
Underwriters Association of Western Aus- 
tralia. 


TASMANIA 

Luncheon Meeting 

The guest speaker at the luncheon held at 
Hobart on 17 August was Alderman Dorothy 
Edwards, a member of the Commonwealth 
Committee appointed to report on the question 
of Australia adopting decimal currency. The 
speaker’s interesting presentation of the sub- 
ject was well received by the large attendance 
of members and students. 
Theatre Evening 

The Division’s annual theatre party took 
place at Hobart on 1 September when a per- 
formance of “The One Day of the Year” was 
enjoyed. The function, which was followed by 
supper at the Australia Cafe, was attended by 
76 members and friends. 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


QUEENSLAND 

Lecture on Law Subjects 

A well-attended meeting of members was 
held on 21 September at the Brisbane Chamber 
of Commerce meeting room to hear a most 
helpful lecture delivered by Mr. M. Lockhart, 
LL.B., of the Brisbane legal firm of Messrs. 
Flower and Hart. Mr. Lockhart’s subject was 
“Some Aspects of Partnership Law” and he 
enlarged on various aspects of his address when 
answering questions asked by interested mem- 
bers. He also very kindly answered a number 
of questions related to the subject, “Formation 
of a Contract”. 


LOWER BURDEKIN GROUP 

The September meeting of the Lower Burde- 
kin Study Group was held on 11 September in 
the School of Arts, Home Hill. The speaker 
was Mr. W. T. Hammond, A.A.S.A., internal 
auditor, Mt. Isa Mines Ltd., and his subject 
was “Mt. Isa Mines Limited”. Mr. Hammond’s 
address was followed by the screening of a 
film, “Operation Isa”. 


SOUTH AUSTRALIA 
Lecture 


Thirty-five members of the Students’ Society 
attended the lunch-time meeting in September 
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at which Mr. Alan Bailey, finance editor of 
“The Advertiser”, gave a lecture on the topic 
of “Share Investment”. Mr. Bailey covered 
many aspects of investment in listed shares 
including the points to look for in a company’s 
balance sheet when considering investment; 
trends in the methods of raising funds; the 
effect of bonus share issues and probable future 
growth stocks. This lecture marked also the 
inaugural meeting of the Students’ Society Re- 
search Group which will meet monthly to 
discuss share investment, analysis of financial 
reports and balance sheets and to investigate 
the financial stability and potential of public 
companies. 


New Study Groups 


In view of the large number of members 
studying at home or by correspondence, the 
Society has formed study groups in several 
subjects. It is expected that these groups will 
be of great assistance to members by enabling 
them to discuss informally any accounting 
queries and to obtain expert advice where 
necessary. 


VICTORIA 


Recent Lectures 

The following lectures, planned to help 
students with examination problems as well as 
in the practice of their profession after qualifi- 
cation were held recently at the Chamber of 
Manufactures. 

On 25 August, Mr. W. N. Wotherspoon, 
A.A.S.A., of the Royal Melbourne Institute of 
Technology, spoke on “Joint Venture Ac- 
counts”. 

At a lunch-time meeting, Mr. J. D. Spence, 
F.A.S.A., of Messrs. E. V. Nixon and Partners, 
dealt with the subject, “The Ethics of the 
Accountancy Profession”. In the course of 
his remarks Mr. Spence outlined the rules of 
the Society and the reasons why the rules are 
necessary. 

On 18 September, at 5.45 p.m., Mr. V. L. 
Gole, F.A.S.A., A.C.A.A., company secretary, 
gave an address on “Analysis and Interpreta- 
tion of Financial and Operating Statements”. 
Mr. Gole dealt with the principal ratios which 
can be used to good purpose by management 
in the interpretation of accounts. 

Members of the Students’ Society are most 
grateful to these senior members of the Society 
for spending their valuable time in preparing 
and delivering such informative addresses. 
Students are showing their appreciation by large 
attendances at the lectures. 


Approaching Lectures 


On Wednesday, 8 November, (1.10 p.m) 
“The Monetary Authorities and Their Func 
tion” by Mr. J. McCann, B.Com., A.AS.A. 
accountant, Austral Bakeries Pty. Ltd. 

On Monday, 13 November, 1961 (6 p.m.) 
“Demonstration of Punched Card Accounting 
at Felt & Textiles of Australia Ltd., 8 Nichol- 
son Street, East Melbourne. 
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THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


VICTORIA 
Lecture Series, “Communications” 

A public lecture series on the subject, “Com- 
munications”, is being held on 3, 10 and 17 
October. Titles of the lectures and _ the 
speakers are as follows: “The Communication 
Process”, Mr. John Carson, manager, com- 
munications division, Personnel Administra- 
tion Pty. Ltd.; “Special Communication Situa- 
tions”, Mr. K. H. Mutimer, Lecturer in Psy- 
chology, Frankston Teachers’ College; and 
“Providing for the Flow of Information”, Mr. 
L. W. Moorehouse, personnel manager, Felt 
& Textiles of Australia Ltd. These lectures 
represent the first of a series of activities which 
have been planned around the subjects of the 
new examination syllabus which commences 
next year. 


President’s Lecture 

The Federation Insurance Building, 342 
Flinders Street, Melbourne, is the venue for 
the presidential lecture to be delivered by Mr. 
H. L. Thomas on Thursday, November 2. 
After the lecture a light supper will be served. 
In this informal atmosphere Mr. Thomas will 
have an opportunity to meet as many mem- 
bers of the Victorian Division as possible. 
Christmas Luncheon 

The Activities Committee has been fortunate 
in arranging for Mr. Harry Hopman, the well- 
known tennis personality, to be guest speaker 
at the Christmas luncheon, which will be held 
on Friday, December 15. 


Seminar on Inventory Management 

A joint seminar is being arranged with the 
Australian Society of Accountants to be held 
early in the New Year. The theme of the 
seminar, “Inventory Management”, is one 
which is of topical interest to both Institute 
and Society members. 


SOUTH AUSTRALIA 


August Meeting 

The State president of the Institute, Mr. 
PF, R. Harris, addressed members of the Divi- 
sion at a meeting at the South Australian 
Institute of Technology on 21 August, his 
subject being “Overseas Developments in Trans- 
port Accounting”. Mr. Harris recently re- 
turned from a world trip during which he 
studied the latest trends and developments in 
public transport. The talk was illustrated by 
slides which showed some of the latest features 
of public transport in overseas countries. 


Convention of Divisional Councillors 
The State president, Mr. F. R. Harris, the 
General Council vice-president, Mr. Alex. 
Moffatt, and State councillors, Messrs. R. F. 
Pascoe, I. A. Angus and I. A. Adam, with the 
State Registrar, Mr. J. Rolfe Sabine, attended 
the convention of Divisional councillors of the 
itute at Warburton, Victoria, on 15 to 17 
September. 
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COST ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


VICTORIA 
Discussion Forums 


Discussion forums were held on 14 and 19 
September on the subjects of the papers in the 
October examinations. Panel members, Messrs. 
E. H. Niemann, R. W. Seddon, D. C. Jacobi, 
R. W. Ellis, W. P. Round and H. S. Southam, 
again demonstrated to students many practical 
aspects of the theoretical principles which they 
need to master in the course of their prepara- 
tion for the Institute’s examinations. 

Review of October Examinations 

The review of October examination papers 
will be held on Thursday, 7 December (papers 
1 and 2); and Thursday, December 14 (papers 
3, 4 and 5). These activities will be held in the 
general meeting room at the Chamber of 
Manufactures Building, at 6 p.m. All regis- 
tered candidates will be advised of this ac- 
tivity. 





PROFESSIONAL CONDUCT 


Cases heard by the Disciplinary Committee 
of the Victorian Divisional Council. 

First Case: A member inserted an advertise- 
ment concerning his commencement of practice 
in a suburban newspaper. The advertisement 
was in a box with the member’s name in bold 
letters and included matter other than the in- 
formation recommended by the General Council 
for the guidance of members. The committee 
considered that the announcement was not 
covered by the provisos to By-Law 6 and found 
the member guilty of a breach of that By-Law. 
Suitable disciplinary action was taken against 
the member. 

Second Case: A member forwarded to a 
number of business proprietors in a particular 
area, a letter suggesting he had a method which 
he considered would reduce their income tax. 
The letter suggested that interested parties 
contact him. The committee found the mem- 
ber guilty of a breach of By-Law 14 and suit- 
able disciplinary action was taken against him. 

Third Case: A member admitted that he had 
inserted an advertisement (referring to taxa- 
tion) in a country newspaper, but claimed that 
he gave his telephone numbers, business and 
private, only to be used as a forwarding address 
for another person. The committee considered 
that the member was guilty of a breach of 
By-Law 6 and suitable disciplinary action was 
taken against him. 

Fourth Case: A member admitted that he 
had inserted an advertisement in a newspaper, 
but claimed that it was to advise clients of his 
new telephone number. In the opinion of the 
committee the advertisement was “with display” 
and did not come within the provisos to By-Law 
6. The committee considered that the member 
was guilty of a breach of By-Law 6 and suitable 
disciplinary action was taken against him. 











PRACTICE REQUIRED. An associate 
practising in Adelaide desires to expand by 
the purchase of a practice or a group of clients. 
Please reply No. 790, c/- Australian Society 
of Accountants, 22 Grenfell Street, Adelaide. 


ASSOCIATE, A.C.A.A., A.C.IS., L.C.A., 
currently working part-time with Melbourne 
chartered accountants, seeks similar arrange- 
ment with others in city or eastern suburbs. 
Write L. C. Gee, 35 St. George’s Crescent, 
Ashburton, Vic. 


CHARTERED SECRETARY, registered tax 
agent, stage three student of Society, anxious 
to acquire additional experience assisting prac- 
titioners, evenings and week-ends in accounting 
and taxation work. Reply 819, c/- Australian 
Society of Accountants, 5 Bligh Street, 
Sydney. 


PRACTICE REQUIRED. Wanted to pur- 
chase for cash, a moderate-sized practice or 
group of clients, mainly taxation work, situated 
coastal or good country town in Queensland 
or Northern N.S.W. or Brisbane. Immediate 
inspection, take-over at an early or future date 
as desired. Replies to No. 820, c/- Australian 
Society of Accountants, G.P.O. Box 1161P, 
Brisbane. 


ACCOUNTANT. Long-established firm of 
public accountanis in large country town in 
New South Wales seeks a keen qualified 
accountant, aged 25-35, for position as manag- 
ing clerk with view to partnership. Reply No. 
821, c/- Australian Society of Accountants, 5 
Bligh Street, Sydney. 


ASSISTANCE. Practitioner with senior 
staff and adequate office space available to 
assist firms in north or north-western Queens- 
land from October till June, 1962. Will con- 
sider visits to other cities for limited periods. 
Reply No. 822, c/- Australian Society of Ac- 
countants, G.P.O. Box 1161P, Brisbane. 


OFFICE SPACE. Member has office space, 
with or without services as desired, centrally 
situated in St. Kilda Road, Melbourne. Area 
170 sq. ft., or 280 sq. ft. Prospects of mutual 
assistance with later purchase or amalgama- 
tion of practices would be considered. Reply 
No. 823, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


VICTORIAN PRACTICE REQUIRED — 
A well-established firm desirous of expanding 
would like to discuss the purchase of a Vic- 
torian practice centred in Melbourne. Reply 
No. 824, c/- Australian Society of Accoun- 
tants, 37 Queen Street, Melbourne. 
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PROFESSIONAL NOTICES 











Rate per line 5/-; 
minimum per insertion 15/-. 





THE UNIVERSITY OF WESTERN 
AUSTRALIA 
SENIOR LECTURESHIPS 
IN COMMERCE 


Applications are invited for appointment to 
two Senior Lectureships in Commerce in the 
Faculty of Economics and Commerce to teach 
the subjects Accounting and Economic Or- 
ganisation for the degree course in Commerce 
to be introduced from the beginning of 1962. 


Applicants for both positions should hold 
a degree in economics. In addition, applicants 
should be either qualified accountants or have 
an interest in applied economics with special 
reference to business organisation and finance. 


The salary range for both positions is 
£A2,450-£A2,950 p.a. with superannuation 
similar to F.S.S.U. 


It is important that intending applicants 
obtain details of the procedure to be followed 
in applying for the posts and a copy of the 
conditions of appointment before submitting 
their applications. This information is avail- 
able from the undersigned with whom applica- 
tions close on 31 October, 1961. 


A. J. WILLIAMS, Registrar 


SENIOR AUDITOR. The position will ap- 
peal to qualified or partly-qualified accountants 
(age 25-35) with sound practical experience, 
who are desirous of obtaining opportunities 
for assured promotion. Initial salary will be 
based on qualifications and experience. Written 
application in strict confidence to: Rucker, 
Mackenzie & Gordon, Chartered Accountants, 
515 Collins Street, Melbourne. 


ASSOCIATE, 24, considering overseas work- 
ing holiday (U.S., U.K., etc.), duration 3-4 
years, view experience in data processing, 
computers, etc., would like to meet others 
with similar ideas. Reply No. 830, Australian 
Society of Accountants, 5 Bligh Street, Sydney. 


BRISBANE PRACTICE REQUIRED — 
Associate, mid-thirties, wishes to contact prac- 
titioner desirous of retiring over a period or 
wishing to sell practice. Partnership will also 
be considered. Reply No. 828, c/- Australian 
Society of Accountants, Empire House, Wharf 
Street, Brisbane. 

CALCULATOR. Griffiths 40-Hour Wages 
Calculator. Price 42/-. L. C. Publishing Co., 
G.P.O. Box 5045, Sydney. 

ACCOUNTING MACHINES — For sale 
two Remingtons — 86E, 1939 Model, £100; 
Model 1947, £150. Both in good order under 
service contract by Chartres Pty. Ltd. — 
Apply McKinlays Pty. Ltd., Brisbane Street, 
Launceston, Tasmania. 
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ASSOCIATE, aged 29, six years in profes- 
sion and recent commercial experience, wishes 
to join partnership eastern suburban area, 
Melbourne, or progressive country town. 
Capital available within reasonable period. 
Reply No. 825, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


BURROUGHS CALCULATOR OPERA- 
TOR. Lady, well-experienced in all branches 
calculating, quick and accurate at adds. Ex- 
cellent references. Phone evening XJ 5954 
(Melbourne). 


ASSOCIATE, lady, has time available to 
assist other practitioners. Reply No. 826, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


MEMBER OF SOCIETY in Sydney would 
like to acquire further taxation experience, 
evenings and week-ends, with practitioner pre- 
paring tax returns and allied work. Please 
reply No. 827, c/- Australian Society of Ac- 
countants, 5 Bligh Street, Sydney. 


ACCOUNTANTS 


Price Waterhouse & Co., chartered accoun- 
tants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 


technical knowledge and organizing ability for 
appointments to senior staff positions. 

Applicants should be qualified or near- 
qualified accountants, preferably with profes- 
sional experience, and possessing the personal 
qualities which fit them to take responsibility 
and work with a minimum of supervision. 
Appointments will be made to the audit staff 
in the first instance, but opportunities exist 
for transfers to specialist departments from 
time to time. 

Salaries are graded according to experience 
and ability. Membership of a contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff”, 
Price Waterhouse & Co., in any of the above 
cities. 

SEARCHES, lodging and all other matters 
at Companies and Business-name branches 
attended to. Company Services (Vic.) (John 
Lloyds ex-Deputy Registrar General and Assis- 
tant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Telephone 67-3861. 


MELBOURNE PRACTICE required, about 
— Reply to P.O. Box 2506W, Mel- 
urne. 


_PUBLIC ACCOUNTANT seeks senior posi- 
won in country practice. Experience includes 
both professional and commercial. Particular 
interests —- rural accounting and taxation. 
Eventual partnership envisaged. Reply A.B.C., 
t/- Australian Society of Accountants, 5 Bligh 
Street, Sydney. 
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PRACTICE REQUIRED — Purchaser will 
pay good price for practice in Brisbane area. 
Please forward details to No. 829, c/- Aus- 
tralian Society of Accountants, Empire House, 
Wharf Street, Brisbane. 


ASSOCIATE with city practice has work 
available for other Associates; week, day, hour- 
ly basis. Write Box 831, c/- Australian Society 
of Accountants. 


R. G. NICHOLSON & CO., public ac- 
countants, Narrogin, Western Australia, invite 
applications from young men studying accoun- 
tancy, who are reaching or have passed the 
Stage 1 examination of the Australian Society 
of Accountants, or the Intermediate examina- 
tion of the Chartered Institute of Accoun- 
tants, to join the above firm with a view to 
partnership on passing final examination. No 
initial ingoing will be required. Applicant 
should state age, whether married or single, 
educational standard, experience (if any), and 
supply copies of references. Successful appli- 
cant will be required to work at Boyup Brook 
office, and later to assist in visits to the firm’s 
other centres of operation. All applicants de- 
siring a personal interview should state whether 
the interview should take place in Perth, 
Narrogin or Boyup Brook. Applications to be 
addressed to R. G. Nicholson, F.A.S.A., Narro- 
gin, and marked “Application”. Closing date 
at Narrogin, 30 October, 1961. 


LISTEN 


to the NEW 
PYROX Magictape Recorder 


Everything sounds superb on the new Pyrox 
Magictape recorder .. . everything “plays 
back”’ just the way you recorded it. See the 
new 3 speed 2 speaker Magictape at your 
favourite music or radio store today... you'll 
be surprised that so much quality, so much 
enjoyment, could cost so little. 


Check these NEW 

Magictape features 

@ 3 speeds — 13”, 33”, 
7)” per sec.—gives 
up to 4 hours play- 
ing time per tape. 
Twin speakers—for 
balanced tone. 
Quick reading re- 
cording position in- 
dicator. 
Fast rewind, fast 
forward. 

e@ Separate Bass and 
Treble tone con- 
trols. 


PYROX LTD. 


14-36 Queensberry St., Melbourne. FJ 9121 
47-51 Parramatta Rd., Concord, Sydney UL 0261 
PL 35 
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How many times have you told yourself? 


| MUST SAVE 
| MUST SAVE 
| MUST SAVE 


But good intentions are not enough. 
You’ve got to get the saving habit 
now. Why, it takes only a few 
minutes to start an E.S.&A. 
Savings account for yourself, for 
members of your family. Then 
promise yourself you'll save regularly 
That’s the only sure way to have 
a lot more spending money ready 
to buy the things you want. Open 

a savings account today at the 
E.S.&A., the family bank that’s 
conveniently close to you. 


For savings and general banking services 


E.S. 2A. SAVINGS 
BANK LIMITED 


(Incorporated in Victoria) 
THE ENGLISH SCOTTISH & 
AUSTRALIAN BANK LIMITED 


(Incorporated in England 
Save for tomorrow, today . . . Bank E.S. 2A. 
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| 4s YOUR OFFICE 
EFFICIENT ? 


OCE’ Dyeline office systems will improve the 
efficiency and reduce the operating costs of YOUR 


Our complete range of OCE’ office systems me- 
chines and Diazo materials can be demonstrated by 
| our “HARSTON” systems expert immediately on 
your request. 





The OCE’ 125-COMBINE 


OCE’ SYSTEMS MACHINES MAKE 
(A f I PERFECT COPIES FOR LESS THAN 
Vd. EACH 


for complete details contact the Australian Dis 
tributors: 


HARSTON 


SENSITIZING CO. PTY. LTD. 


140 Barkly St., Nth. Fitzray. Vie. 
Telephone: JW 2127-8. JW 4113 


Interstate Distributors: 


| Qid.—Harston Sensitizing (Qid.) Pty. Ltd., 446 
Upper Edward St., Brisbane. 27-969. 


NS.W.— Plan Printing & Supgtios Pty. Ltd., 49 
Clarence St., Sydney. 8X 1238. 


| SA—Wm. Crosby & Co. Pty. Lid., Worando Bldgs., 
Chesser St., Adelaide. W 2479. 


WA—Wm. Crosby & Co. Pty. Ltd., 618-620 Murray 
St., Perth, 21-2481. 


TS.—Wm. Crosby & Co. Pty. Ltd., 119 Collins 
1 St., Hobart. 2-7761 





Development Pastoral Property 


FOR SALE 


“Rosemary Downs” 
6,000 acres in A.MP. area — 
Keith, South Australia 


Half area pasture improved, fully fenced, 
well watered, stocked, and just becoming 
self supporting. 


Splendid pasture results achieved. 
Prepared for £10,009 up to £50,000 
planned tax deductisle expenditure by 

30 June, 1962. 


24” rainfall. 


Books, Plans and Budgets available for 
inspection. 


Full particulars from:— 
A.M.L. & F. Co. Ltd. 
Dalgety & Co. Ltd., 
or 
Hugh Robinson & Co., Desert Downs, 
Keith. 











Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery & Son 


The Stock ee. -! Melbourne 
STOCK EXCHANGE BUILDINGS 
422-426 Little Collins Street, Melbourne, C.1 


Telephone: 67-9171 














A FULL RANGE OF OCE’ SYSTEMS MACHINES 
| WIL BE ON DISPLAY DURING THE MELBOURNE 

ENGINEERING EXHIBITION AUGUST 14 - 19. 
| STANDS 78 TO 81. 
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PHOTOSTATS 


Quick, Accurate, Economical 
Copies of Charts, Deeds, Tax 
Forms, Contracts, Wills, etc. 









COPYING COMPANY 
BW 5603. ® 28 Martin Place, SYDNEY 




















For Better 
Insurance 


HARVEY TRINDER 


Insurance Brokers 
R. Keith Yorston, O.B.E., Chairman. H. R. Watson, Managing Director. 


267 George Street, SYDNEY. 2 0546 


and at 







































MELBOURNE: Hume House, 185 William Street, 67 7431-3 
BRISBANE: Pioneer House, 168 Edward Street, 31 2501 
ADELAIDE: Rundle Chambers, 140 Rundle Street, .... .... a 8 2342 
PERTH: 167 St. George’s Terrace ad “a 21 5621 
HOBART: 144 Collins Street, .... .. i a niga dagen B 7896 
LAUNCESTON: 46 Brisbane Street, Sead. oui eecw: Sone 2 4671 
PORT MORESBY: Hunter Street, .... .... Re. 2241 
WELLINGTON, N.Z.: 39 Johnston Street, ™ 71 549 





Insurances at Lloyd’s and Companies 


















A Typewriter that serves as an 
Accounting Machine 


Imperial 


DUAL-FEED TYPEWRITERS 


The Imperial Dual Feed system has been 
designed with two entirely separate feeds, 
allowing for permanently positioned ae 
sheet on which are recorded the entries 
through cheques and receipts. It is also most 
adaptable to the typing of council rate notices 
and share registers. 
It is the answer to laborious, error-prone hand 
sting, and is particularly applicable 
a a where a full accounting mac 
system is not justified. 
“Off-duty” the Imperial can be used for 
eneral office typing. 
Write or phone for further information and/o 
a short trial, without obligation, today . -: 


GEO. RAITT & CO. PTY. LTD. 
15 McKillop Street, Melbourne. Phone 67 7051 (6 lines) 
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your 


retirement __. . testime of relaxed 


pleasure? Or will it involve the unhappiness of 
financial discomfort? Why not see the M.L.C. 
about making certain of your future. 


The M.L.C. offers a Personal Superannuation guarantee which, with generous 
bonuses and low premium instaiments, takes absolutely the best care of your 
retirement. You can also ask about adding Accident and Sickness benefits to 
your basic policy too. These benefits can protect your income from loss caused 
by accidents and sickness. 

Think about it. Act on it now. Call or write to your nearest M.L.C. office for more 
information on the Personal Superannuation Policy. 


THE M.L:.C. 


THE MUTUAL LIFE AND CITIZENS’ ASSURANCE COMPANY LIMITED 


ditt Sie ent Genet tee (incorporated in New South Wales) 
THE M.L.C. FIRE AND GENERAL INSURANCE COMPANY PTY. LIMITED 
MLC9I.F™ 
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The Perfect Machine for a —s an 
Every Office —Large or Small — FOR BA 

HIGH SPESD 
CHEQUE SIGNING | 





| "CHEQUE 


Brings new security 
to business everywhere 


Note these features — 


AUTOMATIC OPERATION @  THREE-LOCK ' te dasa ae 
CONTROL @ OVERLOAD SAFETY LOCK @ : oo : 
INDELIBLE INK @ NON-RESETTABLE METER @ in position, slight pressure 
ROTATING DATE WHEELS @ SNAP-IN SIGNATURE operator’s hand causes sensitive switth 
PLATE @ CHEQUE-REGISTER CONTROL BOOK on eituatn qudties. 





AGENTS IN ALL STATES 
We shall be pleased to demonstrate this model 


[, , 7, of the “Sign-O-Meter”, as well as any other 
é . . thd machine from what is now Australia’s largett) 
te Ch . 
143 FRANKLIN ST., MELBOURNE. C.1. renge of Manual and Automatic C eque-Signing 7 
Phone: 34-5658, 34-5697 Machines. 
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FURTHER HONOURS 








May Examinations 1961, 


to students of the 


L. W. Chant Accountancy Tutorial College 
1ST, 2ND, 3RD PLACES 


The Australian Society of Accountants. 
The N.S.W. Public Accountants Registration Board. 


Mr. J. Golan was awarded Ist, N.S.W., Stage |, Intermediate Ac- 
counts N.S.W. Public Accountants’ Registration Board, and 2nd, N.S.W., 
The Australien Society of Accountants, Stage |, Intermediate Accounts. 


Mr. C eto was awarded 3rd Place, N.S.W., Company Law. 


In the July issue of The institute of Chartered Accountants of Ausiralia Journal is published 
the honours list for students who were placed high in the Order of Merit list of that Institute. — 


L. W. CHANT ACCOUNTANCY TUTORIAL COLLEGE 


HOSKING HOUSE, PENFOLD PLACE, SYDNEY. 28 1596 
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